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CHAPTER 1 


1. INTRODUCTION AND OVERVIEW 

ULUNDI MUNICIPALITY AT A GLANCE 

1.1 VISION 

A developmental city of heritage focusing on good governance, socio-economic 
development and upholding tradition to promote sustainable service delivery,” 

1.2 MISSION 

• Dedication to democratic principles through partnership vi/ith private and public 
strategic stakeholders 

• Promotion of eco-tourism and cultural activities whilst maintaining good relations with 
traditional structures and special groups 

• Value for money driven infrastructure, well structured spatial development and 
management of natural resources 

• Creating an environment that fosters a dynamic, innovative and vibrant work force 
and the inculcation of a good work ethic 

1.3 OVERVIEW OF THE MUNICIPALITY 

The Uiundi Municipality is located on the southern boundary of the Zululand District 
Municipality in the northern-eastern KwaZulu-Natal. The Municipal area is 
approximately 3 250 square kilometers in extent and includes towns and settlements of 
Uiundi, Nquiwane, Mahlabathini, Babanango, Mpungamhiophe and Ceza. 
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Approximately half of the Municipal area consists of commercial farms and the area 
supports a substantial agricultural community. The town of Ulundi represents the only 
urban centre in the Ulundi Municipal area and accommodates approximately 40 000 
people. The settlement pattern reveals a high population concentration in the town of 
Ulundi and a densely populated peri-urban area surrounding the town and along the 
main routes R34, R66 and P700. Further settlement concentrations include: 

• Nquiwane in the eastern part of Ulundi with the Okhukho Coal Mine 

• Babanango which developed as a result of forestry industry 

• Denny Dalton / Mpungamhlophe which developed as a result of road R34 and rail 
Infrastructure: and 

• Ceza to the north, which developed in response to the establishment of supportive 
land uses such as a hospital, clinic and other related social support services in the 
area. It is also situated on the road network system. It Is therefore a connection and 
concentration point for people and activities. 

Ulundi Municipal Council consists of 47 councillors, of which four are full time. These 
include The Honorable Mayor, the Honorable Deputy Mayor, the Speaker and the 
Municipal Chief Whip. Council has adopted a portfolio committee approach and interacts 
with its community using the Ward Committee system 

Administratively the Municipality has almost 229 full time staff members led by the 
Municipal Manager and her team of Senior Managers. The main offices are the Civic 
Centre where the Office of the Mayor, Deputy Mayor, Municipal Manager and Corporate 
and Management Services Department are situated. We also have other offices where 
the Finance Department, Community Services and Technical Services are situated. The 
Department of Protection Services is also situated in another site. 



1.4 


HER WORSHIP THE MAYOR’S FOREWORD 


The highlights for 2010/11 include the properly executed oversight of the 
administration. This oversight was carried out diligently throughout the financial 
year by means of the following structures: 

Council 

EXCO 

The following Portfolio Committees: 

Planning & infrastructure Portfolio Committee 
Technical Services Portfolio Committee 
Community Services Portfolio Committee 
Local Economic Development Committee 
Tourism Portfolio Committee 
Protection Services Portfolio Committee 

These structures as evidenced in the Annual Performance Report went beyond 
the call of duty by exceeding the threshold number of meetings per structure. 

Governance was somewhat interrupted with when not less than 11 Ward 
Councillors out of 24 Ward Councillors were expelled by their parties and 
subsequently lost their seat in Council. Although this did not interrupt 
programmes and projects of Council from successfully unfolding, ward committee 
structures were interfered with as ward councilors are chairpersons of these 
structures. Governance was again interrupted owing to the 18 May 2011 Local 
Government Elections, however, the approval of the budget and the IDP for 
2011/2012 were not interfered with. 



I wish to take this opportunity to thank the community members who attended the 
IDP and Budget Review Sessions in areas that were visited up to the main event. 
I also want to commend the work performed by the Internal Audit Unit and the 
Audit & Performance Committee during the financial year under review. 

The Performance Information as included in the Annual Report is incomplete, 
what remains outstanding in the performance information is the final assessment 

as shall be performed by the two committees in terms of the Regulations on 
Performance of 2006. 


In conclusion the housing projects including Ekushumayeleni housing project, 
Nsukazi housing project, Nsabekhuluma and others, the work done to upgrade 
the cemeteries, the roads upgraded and resurfaced, the market stalls and other 
projects as the community of Ulundi is well vest regarding their different stages of 
progression. The Municipality of Ulundi prides itself in that while there is below 

par performance in other areas diligence and precision is the order of the day in 
Ulundi. 

I thank you. 



MAYOR OF ULUNDI 



1.5 


MUNICIPAL MANAGER’S REPORT 


1.5.1 The Municipal Turnaround Strategy 

In line with the Department of Co-operative Governance and Traditional Affairs 
(COGTA), the Municipality has developed its own turnaround strategy and identified its 
own 10 priority areas, which will need constant monitoring in terms of implementation. 
These priority areas are: 

1 . Revenue Management strategies 

2. Debtors Management 

3. Repairs and maintenance 

4. Effect operation Clean Audit strategy 

5. SCM credibility and transparency 

6. Access to water and sanitation 

7. Access to electricity 

8. Access roads (new) and maintenance 

9. Comprehensive infrastructure plan and housing 

10. Development of commercial / industrial land 

More detailed Information in this regard is available through the Office of the Municipal 
Manager. 

1.5.2 Arrears on Municipal Taxes and service charges 


Without laboring further reference is given to the debtor’s age analysis as contained in 
the financial statements 
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1.5.2.1 


Vacant Plots 


Council on 19 October 2011 resolved to recover an amount of about 
13 757 988.44. These sites owe astronomical amounts. An advert will appear in 
the newspaper naming the owners of these properties and calling upon them to 
approach the municipality to pay their debts or enter into acknowledgement of 
debt agreements. A resolution has been taken that a court process leading to 
sale in execution shall be embarked upon. The current account as it appears in 
the debtor’s age analysis Is almost under control. This is attributed to the fact 
that the pre^paid meters have recently been upgraded for all prepayment meters. 
Conventional meters that are tamper prone are being phased out. 


1 .5.2.2 Government Debts 

Over the years debts were raised for rates and disclosed to the Auditor General 
in respect of Ingonyama Trust Land. It has since been discovered that in terms 
of the Ingonyama Trust Amendment Act of 2007, all land within the Township of 
Ulundi as covered by the Proclamation should vest in the name of Ulundi 
Municipality, what remains is the transfers to take place. 

The Department of Land affairs owns acres and acres of land in Ulundi. It is 
saddening that notwithstanding rates accounts Issued to this Department an 
amount of about R14 million appears in the books of the Municipality. In keeping 
with Sec 44 of the MFMA and the Intergovernmental Relations Act, on 7 October 
2011 and subsequent thereto the matter has been reported to the MEC for 
Finance, COGTA and the Auditor-General, it is, however, encouraging that 
there seems to be some semblance of intervention that Treasury is giving and It 
is hoped that some success will be recorded herein. 
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A word of appreciation goes to the Department of Public Works which entered 
into a settlement agreement with Ulundi Municipality by means of which an 
amount of about R2,8 million which represents 50% of the debt owing to the 

municipality from 1 July 2006 to about April 2010 was paid following the Sec 44 
of the MFMA procedure. 

1.5.3 Income and Expenditure per item 

1. 5.3.1 Equitable Share 

An amount of R56 601 000,00 was allocated to Ulundi as the equitable share. It 
IS sad that the formula itself on the overall makes very difficult for low capacity 
municipalities with a low tax base to expand and become viable entities that are 
able to deliver and respond to the constitutional mandate that is espoused in Sec 
152 of the Constitution. A consideration in this regard should be that rather than 
pumping more funds to already developed areas through the equitable share 
smaller areas ought to get more. 

Again the equitable share allocation from the above amount earmarked for 
councilors salaries and allowances which are regulated by means of a National 
Government Gazette exert a lot of pressure on revenue 

.5.3.2 Municipal Infrastructure Grant 

The allocation for the year under review was about R18 300 000.00 against the 
following backlog: 



Refuse removal 

Number of households 

: 40 344 

Households with access 

: 6 776 (18.5%) 

Households without access 

33 568 

Backlog 

33 568 

Electricity for lighting only 

Total number of households 

40 344 

Households with access 

14 148 (37.69%) 

Households without access 

26 196 

Back log 

26196 


It is also saddening that the electrical infrastructure due to its age is prone to power outages and 
the road infrastructure requires upgrading. Business Plans indicate that hundreds of millions 
are required to upgrade this aging infrastructure, meanwhile, the allocations year in year out 
indicate that it will take far too many years for the infrastructure to reach all citizens of the area. 
According to the statistics provided by the District Municipality, the statistics regarding water and 
sanitation are as follows: 


Access to clean water 


Number of households 40 344 

Households with access : 19 975 

Households without access : 20 370 

Backlog : 20370 



Access to Sanitation 


Number of households : 40 344 

Households with access : 23 31 9 

Households without access : 1 7 025 

Backlog 17 025 


According to the Department of Human Settlements Statistics 

Number of households 
Number of formal units 
Housing projects 
Housing Backlog 

1. 5.3.3 LED Projects 

Had a provision of R260 000.00 against the following socio-economic profile: 

40% of households have no income 

A further 44% have an income of below R19 200 per annum (less than 
R1 600.00 per month) 

Only 12.5 persons are formally employed 

Dependency is very high with every employed person supporting 7 unemployed 
persons of which four are over 1 5 years. 


40 344 
16 243 
7 for 2010/11 
24 101 


According to the analysis undertaken the implementation of LED programmes focusing on 
employment creation programmes would make a telling impact and could diversify the economy 
of which 60.6% represents the workforce in the public sector. 



Relatively persons residing in five rural nodes are largely dependent of the municipality coming 
up with funded LED programmes, therefore, the R260 000.00 could not even scratch the 
surface. 

1. 5.3.4 HIV & AIDS 


The HIV & AIDS Statistics indicates that one in every 10 person is HIV positive. 
As much as HIV & Aids combating is the primary responsibility of the Department 
of Health, a municipality has a legislative role to play as a support entity therefore 
the budget of about R300 000.00 also did very little in this regard. 

The above programmes and more as anticipated for delivery based on revenue 
collection from each revenue source as outlines in the municipality’s budget 
could hardly be financed owing to inter alia the above factors. 


I thank you. 



MUNICIPAL MANAGER 


CHAPTER 2 


ANNUAL PERFORMANCE REPORT 


2.1 OVERVIEW 

The performance management system of Uiundi Municipality for 2010/2011 was 
developed to comply with and is in line with the following legal provisions: 

1 . The Constitution of the Republic of South Africa of 1 996, as amended 

2. The White Paper on Local Government, published in 1998 

3. The Municipal Structures Act, No 1 1 7 of 1 998, as amended 

4. The Municipal Systems Act, No 32 of 2000, as amended 

5. The Municipal Structures Amendment Act, No 33 of 2000 

6. The Municipal Planning and Performance Regulations, gazette in August 2001 

7. The Municipal Finance Management Act, No 56 of 2003 

8. The Municipal Performance Regulations for Municipal Managers and Managers 
reporting to the Municipal Manager, gazette in August 2006 


Importantly the Organizational Performance Management System, (OPMS) of Uiundi 
Municipality for 2010/201 1 in keeping with sec. 26 of the Systems Act, as amended and 
the IDP of the municipality remain the chief documents to inform on activities and 
developmental priorities. The core components as outlined in sec.26 read with sec. 35(1) 
of the Systems Act are embraced in the OPMS of the municipality. The IDP remains the 
instrument which guides all planning and development in the municipality and the OPMS 
remains the key document linked with Chapter 6 of the Systems Act that guides and 
regulates the manner in which performance was managed including a linkage with the 
National and Provincial Government agendas that regulate processes and procedures to 
ensure that there is value for money in the delivery of services. 
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The integration of the !DP and the budget through the inclusion of, especially, ali capital 
projects that are funded by funders such as MIG, Project Consolidate and Corridor 
Development funded and confirmed for 2010/2011 in the budget made it possible for 
such included items in the key performance indicators to have credence and to be 
realistically achievable. Therefore there is a link between the pre-determined and 
community chosen projects that are contained in the IDP, the budget compiled after 
consultation with the community in terms of inter alia Sec 23 of the MFMA and the 
Performance Management System established in terms of Chapter 7 of the Systems 
Act. (5-Year Consolidated Framework Project Plan) and C (Mid-term Capital 

investment Framework Plan) of the Integrated Development Plan for 2010/2011 from 
which the projects that were implemented in the year under review is attached herewith. 

It must also be noted that some soft intervention programmes undertaken in the financial 
year in terms of operating revenue of the municipality were either to fulfili some express 
provisions of the iDP, the LED Strategy or Mid-Year operational needs. 

THE ORGANISATIONAL PERFORMANCE MANAGEMENT SYSTEM 

The Organizational Performance Management System of the Municipality was reviewed 
internally. This OPMS contains the Performance Management Framework that inter alia 
outlines the legislative imperatives, the Service Delivery and Budget Implementation 
Plan especially the provisions of the MFMA as well as Circular No. 13 thereof, the 
mechanisms used to develop the OPMS in particular; 


• 

step 1 

- 

Selecting appropriate key performance areas 

• 

Step 2 

- 

Formulating appropriate development objective 

• 

Step 3 

- 

Developing suitable key performance area 

• 

Step 4 

- 

Setting performance targets 

• 

Step 5 

- 

Identifying actions that will achieve the performance 




targets 

• 

Step 6 

- 

Allocation of responsibility 

• 

Step 7 


Set target dates 



The Framework also outlines the critical success factors and it underlines section 57 of 
the Systems Act by regulating the conclusion of Performance Agreements, thereby 
allowing the Municipality to comply with the regulations of 1 August 2006. The manner 
in which monitoring, evaluation and reporting were done is outlined in the Framework 
Plan contained in the OPMS. The role of the Audit and Performance Committee 
consisting of 3 members, Mr D. Mbatha (Chairperson); Dr T.i. Nzimakwe (Member) and 
Mr P , Mntambo (Member), Internal Audit and the Auditor-General is clearly defined in 
the OPMS. The roles and responsibilities of all stakeholders are contained in the 
Framework. 

However, a PMS that does not provide for linkages between the 5 National Key 
Performance Areas; namely, Infrastructure and Services Delivery, Good Governance 
and Public Participation, Social and Economic Development, Financial Viability and 
institutional Development is not in tendon with the agenda of Government as stated 
above. For the first time ever in 2006/2007 the Organizational Performance 
Management System of Uiundi was credible in that it complied with the Guidelines on 
Performance Management issued by DLGTA as a guide to all municipalities in KZN. In 
2009/2010 this compliance was maintained through the application of the same 
document with a reviewed SDBiP for 2009/2010. Again in 2010/2011 the OPMS 
followed the compliance patterns by maximizing return on management through the 
following components that were used to direct managers and Council on what to do on a 
daily basis. Compliance and synergy as explained above were maintained for the 
financial year 2010/201 1. 

Over and above the OPMS imperatives, the Performance Assessment result shall in 
terms of the Policy on Oversight be considered by the Oversight Committee (SCOMA) 
which shall write an Oversight Report to Council to seat on 13 January 2012 in keeping 
with Section 121 of the MFMA. 



2.3 


PERFORMANCE AGREEMENTS 


The Performance Agreements are fully implemented and aligned with the Service 
Delivery and Budget Implementation Pan as required in terms of the Municipal Finance 
Management Act. The Municipal Manager concluded a Performance Agreement with 
the Mayor of the Municipality, in return the Municipal Manager concluded Performance 
Agreements with all five Heads of Departments. The Departments that concluded 
Performance Contracts are as follows: 

• The Department of Corporate and Management Service 

• The Department of T echnical Services 

• The Department of Community Services 

• The Department of Protection Services and 

• The Department of Finance 

2.4 PERFORMANCE PLANS 

In the Performance Plans the Key Performance Areas are broken down into objectives, 
weightings, performance targets and key performance indicators. The Key Performance 
indicators reflect inputs and outputs as anticipated per Manager, it is on the basis of 
these that the assessment as still to be undertaken soon will be based. 

2.5 SERVICE DELIVERY AND BUDGET IMPLEMENTATION PLANS 

Furthermore and in keeping with Section 56 of the Systems Act read with Circular No. 13 
of the MFMA and In order to give credence to the OPMS and the IDP, Managers signed 
the Service Delivery and Budget Implementation Plan. The rationale behind the 
SDBlP’s is self-explanatory as they allow for undertakings made in the Performance 
Plan to have quarterly assessable projected deliverables with timelines. The SDBIP's 
reflecting the overall performance per quarter up to the last quarter in accordance with 
the set KPl’s are attached herewith as Annexure B. 




2.6 QUARTERLY REPORTS 


In keeping with Government Gazette No 29089 promulgated on 1 August 2006 on 
Municipal Performance Regulations for Municipal Manager’s and Managers reporting 
directly to Municipal Managers, the quarterly assessment have been undertaken and 
were conducted on intervals in line with the SDBIP’s, the Performance Agreement and 
importantly the Regulations of 1 August 2006. The final assessments are still yet to be 
conducted on a nearby date. 

In terms of Chapter 6 of the Municipal Systems Act and item 6 (3) of the Municipal 
Supply Chain Management Regulations and Council’s SCM Policy quarterly reports on 
Performance Management and Supply Chain Management Implementation are 
submitted to Council for information. 

2.7 REPORT ON THE PERFORMANCE OF SERVICE PROVIDERS 

The composite list of service providers who did business with and for the municipality in 
the year 2010/201 1 financial year is attached herewith as Annexure C. A brief overview 
of performance of senrice providers as required by sec.46 (1) (a) of the Systems Act 
shall be addressed here-below. However, it is imperative to begin by assessing the 
contribution made by the municipality to Historically Disadvantaged individuals (HDI), 
local content and women. 

It is important to note that the value of work awarded to HDI Companies is valued at R1 1 
247 529.58. This is a major contribution to individuals and companies that had no 
franchise prior to the constitutional era. 

It is also important to highlight the contribution of Council to the development of the local 
enterprises to this end the amount of R4 692 567.87 awarded to the local contractors 
underlines this commitment, it is important though to highlight that there is a sensitive 
balance that needs to be striked between awarding tenders to local enterprises as a 
principle and ensuring that the work that goes to the ground is quality and has value for 
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money. It is a fact that where there are delays in completing projects on time the 
problem is mainly with local contractors. However, Council also needs to applaud itself 
for its contribution to the encouragement of BEE in its area of jurisdiction. It is a fact that 
as much as delays and frustrations are sometimes experienced especially where work is 
awarded to up and coming contractors, all major role players in this field started 
somewhere, education where there is a need is being provided to contractors. 

2.8 GOVERNANCE 

In terms of Sec 8 of the Municipal Structures Act Ulundi Municipality is a Collective 
Executive System combined with a Ward Participatory System. The Municipality has 24 
Wards and all of these Wards had elected Ward Committees that should have met at 
least once a month. The reports of Ward Committee Meetings were tabled before the 
Executive and Finance Committee. However, these committees were not active for the 
entire duration of the financial year, and as the administration we wrote to the Office of 
the Speaker in order to flag this anomaly which continued for the duration of the financial 
year. The lack of activity was occasioned by removal from office of 1 1 Ward Councillors 
and agitation of the 18 May Local Government elections. 

In terms of the Municipal Structures Act a Municipal Council should meet at least once 
quarterly In this regard a Public Notice of Council meeting in the year 2010/11 was 
advertised in the llanga Newspaper of 22 - 24 July 2010, which indicated that Ordinary 
Meetings of Council were held on: 

• 22 September 2010 

• 15 December 2010 

• 23 March 2011 

• 22 June 2011 


In terms of Chapter 4 of the Local Government: Municipal Structures Act, Ulundi 
Municipality has the Executive and Finance Committee, which meets once a month. 
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Furthermore and in keeping with Sec 79 of the Local Government: Municipal Structures 
Act, Council has Portfolio Committees that in terms of Sec 80 of the Act assists both 
Council and the Executive and Finance Committee. The composite list of dates of 
meetings and portfolio areas has been audited by the Internal Audit Unit and the Audit 
Committee and is available in the Portfolio of evidence. What stands out is that there is 
effective governance in Uiundi. Not only were the minimum requisite number of 
meetings held, in fact the benchmark was exceeded by far through special meetings 
convened in terms of sections 18 read with Section 29 of the Municipal Structures Act. 

2.9 FINAL PERFORMANCE ASSESSMENTS 

The Performance Appraisal was performed by the internal Audit Unit as outlined 
in its Internal Audit Charter; recommendations of the Internal Audit Unit were 
submitted to the Audit and Performance Committee, whose report that served as 
recommendations to the two Performance Assessment Committees on the 10*^' 
January 2012. 

The two Committees that performed the Final Assessments as provided for in the 
Local Government Municipal Performance Regulations No. R 805 dated 1 
August 2006 was set up as follows: 

Assessment of Directors accountable to the Municipal Manager 
Princess S.A. Buthelezi, Municipal Manager (Chairperson) 

Cllr N.J. Manana, Her Worship the Mayor (Member) 

Mr D. Mbatha - Chairperson of the Interna! Audit Committee (Member) 

Mr M.M. Ndlela Municipal Manager of Imbabazane Municipality, (Member) 
CIlrG.N. Mtshali-EXCO Member- Uiundi Municipality (Member) 
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Assessment of the Municipal Manager: 


Cllr N J. Manana, Her Worship the Mayor (Chairperson) 

Mr D. Mbatha - Chairperson of the Internal Audit Committee (Member) 

Mr M.M. Ndieia Municipal Manager of imbabazane Municipality, (Member) 
Cilr G.N. Mtshali - EXCO Member - Ulundi Municipality (Member) 

Ms C.L.F. Ngubane - Ward Committee Member 



CHAPTER 3 


HUMAN RESOURCES AND OTHER ORGANISATIONAL MANAGEMENT 

3.1 FUNCTIONS AND STRUCTURES OF ULUNDI MUNICIPALITY 

The Municipality is a category B municipality as described in Section 155(1)(b) of the 
Constitution of the Republic of South Africa. The functions of the Municipality are as 
described In Section 156 of the Constitution. 

The functional structures consist of the Municipal Manager with 5 departments whose 
heads reports direct to the Municipal Manager. 

3.1 .1 Department of Corporate and, Management Services 


Headed by the Director: Corporate and Management Services, Mr N.G. Zulu, 
who is responsible for: 

• Committees 

• Legal Services 

• Customer Care 

• Human Resources 

• Tourism 

• PMS 

• IDP 

• LED and Project Management 



3.1.2 Department of Technical Services 

Headed by the Director: Technical Services, Mr W.C. de Wet, \who is responsible 
for the following: 

• Electricity 

• Civil 

• Roads and storm water 

• Planning & Real Estates 

3.1.3 Department of Finance 

Headed by the Chief Financial Officer, Mr J.H. Mhlongo, who is responsible for: 

• Financial planning and budgeting 

• Expenditure and related liabilities 

• Income and related credit management 

• Financial reporting 

3.1.4 Department of Community Services 

Headed by the Director: Community Services, Mr M.H. Mtshali, who is 
responsible for: 

• Waste Management 

• Library Services 

• HIV/AIDS 

• Parks & Recreation 



Youth Affairs, Culture & Sports 




Department of Protection Services 


Headed by the Director: Protection Services, Mr M.B. Khali, responsible for 

• T raffic Management 

• Fire & Rescue 

• Licensing 

• Security 

Achievements of these departments are reflected separately in the Annual 
Performance Report as appended herewith in the following pages. Please note 
that although the assessment process is still yet to be confirmed by the two 
performance appraisal committees in keeping with Regulation R805 as well as 
the final Annual Report which shall integrate a final Annual Report to serve 
before Councirs SCOPA and eventually before Council in the form of an 
Oversight Repot where the Auditor-General will be invited in December 201 1 , the 
Audit and Performance Committee has appraised Departmental Performances 
and the Draft Report is also appended herewith. 



CHAPTER 4 


Audit Committee Report 



PERFORMANCE ASSESSMENT 

2010-2011 
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Legend. MM*=mumtipal manager ; PAC*pcrtbrmancc audii coi/ "le; PMS"perfbrmance management systems ; HOD“headofdepa 
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ULUNDI LOCAL MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 201 1 


Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages x to x, in terms of 
Section 126(1 ) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and payments made to 
Councillors for loss of office, if any, as disclosed in note 2 ; . of these annua! financial statements are within the upper limits of 
the framework enNAsaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act and 
the Minister of Provincial and Local Government’s determination in accordance with this Act 



Municipal Manager: 


DATE 
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ULUNDI LOCAL MUNICIPALITY 

Annual Financial Statements 

STATEMENT OF FINANCIAL POSITION 


as at 30 June 2011 




Note 

2011 

2010 



R'OOO 

R'OOO 

ASSETS 

Current assets 

Cash and cash equivalents 

1 

497 667 

2 613 996 

Trade and other receivables from exchange transact'ons 

2 

72 412 444 

66 887 571 

Other receivables from non-^change transactions 

3 

7 682 267 

872 285 

Inventories 

4 

1 281 200 

1 051 233 

Prepayments 

5 

279 244 

290 825 

Current portion of receivables 

7 

35 672 

35 572 

VAT receivable 

13 

3 368 742 

727 215 

Non>current assets 

Investments 

6 

140 OOO 

140 000 

Property, plant and equipment 

8 

471 388 966 

500 872 270 

Investment property carried at fair v^ue 

9 

244 149 000 

244 449 000 

Total assets 


801 235102 

817 939 967 

UABILITIES 

Current liabilities 

Trade and oUier payables from exchange fransactions 

10 

42 792 206 

18 599 290 

Consumer deposits 

11 

1 369 288 

1 259 888 

VAT payable 

12 

- 

- 

Current provisions 

14 

635 408 

360 356 

Bank overdraft 

1 

. 

99 596 

Current portion of unspent conditional grants and receipts 

15 

5 216 037 

9 421 515 

Current portion of borrowings 

17 

540 420 

- 

Current portion of finance lease liability 

18 

273 205 

453 087 

Non-current liabilities 

Non-current borrowings 

17 

282 775 

1 027 381 

Total liabilities 


51 109 338 

31 221 113 





Net assets 


750 125 764 

786 718 854 

NET ASSETS 




Reserves 


338 096 075 

398 565 134 

Accumulated surplus / (deficit) 


412 029 689 

388153 720 





Total net assets 


750 125 764 

786 718 854 
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ULUNDi LOCAL MUNICIPALITY 



Annual Financial Statements 



STATEMENT OF FINANCIAL PERFORMANCE 


for the year erring 30 June 2011 




Note 

2011 

2010 



R‘000 

R'QOO 

Revenue 




Property rates 

19 

18 543 920 

12 504 995 

Property rates - penalties imposed and cotiecSon charges 

19 

7 865 654 

7 366 746 

Service charges 

20 

37 621 006 

30 445 556 

Rental of facilities and equipment 

21 

385 515 

410 285 

Interest earned - external investments 

22 

413 739 

646 593 

Fines 


678 249 

708 470 

Licences and permits 


1 638 240 

934 946 

Government grants and subsidies 

23 

91 143172 

69313 018 

Other income 

24 

4 380 298 

3672 639 

Total revenue 


162 669 792 

126 003 248 

Expenses 




Employee related costs 

25 

50 597 768 

42 013 024 

Remuneration of councillors 

26 

9 080 984 

9 591 260 

Bad debts 


. 

59 370 

Provision for Bad Debts 



8123 260 

Depreciation and amortisation expense 

27 

66 532 535 

27 530 242 

Repairs and maintenance 


5 774136 

3102 386 

Finance costs 

28 

106 921 

7 895 

Bulk purchases 

29 

33 897 823 

24 594 884 

Contracted services 

30 

16 503 250 

10 800476 

Grants and subsidies paid 




General e^enses 

31 

18 489181 

15 056 022 

Total expenses 


200 982 598 

140 878 819 

Gain / (loss) on sale of assets 

32 

209 642 

2 170 555 

Change in Accounting Estimate 


1 849 354 

38 430 280 

Pnsfit / (loss) on fair value adjustment 

34 


225 298 800 

Surplus / (deficit) for the period 


(36 253 809) 

251 024 064 
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ULUNDI LOCAL MUNICIPALITY 



Annual Financial Statements 



CASH FLOW STATEMENT 



as at 30 June 2011 



Note 

2011 

2010 


R'OOO 

R'OOO 

CASH FLOWS FROM OPERATING ACTIVITIES 



Cash Receipts from Customers 

149 140 606 

118 405 374 

Cash paid to suppliers and employees 

114 718920 

107 002 445 


34 421 686 

11 402 929 

Interest received 

413 739 

646 593 

Interest paid 

(37 803) 

(7 895) 

Net cash flows from operatinq activities 35 

34 797 522 | 

12 041 627 

CASH FLOWS FROM INVESTING ACTIVITIES 



Purchase of fixed assets (PPE) 

(37 049 231) 

(22 386 403) 

Proceeds from sale of fixed assets 

509 642 

2 170 555 

Proceeds from sale of investments 



Purchase of intangibles 



Decrease/(lncrease} in Loans and receivables 



Net cash flows from investinq activities 

(36 539 589) I 

(20 215 848) 

CASH FLOWS FROM FINANCING ACTIVITIES 



Loans raises/ (repaid) 


540 420 

Increase/(decrea8e) in consumer deposits 

109 400 

(12 352) 

lncrease/(decrease) in bank overdraft 

(99 596) 

99 596 

Repayment of finance lease liability 

(384 068) 


Net cash flows from financing activities 

(374 264) 

627 664 

Net increase / (decrease) in net cash and cash equivalents 

(2116 331) 

(7 546 557) 

Net cash and cash eouivaients at beainnina of period 

2 613 997 

10 160 554 

Net cash and cash equivalents at end of period 36 

497 666 

2 613 997 
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ULUNDI LOCAL MUNICIPALITY 
Annua! Financial Statements 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2011 


1 BASIS OF ACCOUNTING 

1.1 BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance 
with historical cost convention unless specified otherwise. 

These annual financial statements have been prepared in accordance with Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Secfion 122(3) of the Municipal 
Finance Management Act, (Act No 56 of 2003). 


The principal accounting policies adopted in the preparation of fiiese annual finandal statements are set out 
below. 

Assets, liabilities, revenues and expanses have not been offset except when offsetting is required or permitted by 
a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's financial 
statements, unless explicitly stated. The details of any changes in accounting polides are explained in the 
relevant policy. 

1.2 PRESENTATION CURRENTY 

These annual finandal statements are presented in South African Rand, v^ich is the functional currency of the 
municipality. 

1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on the assumption that the municipality will continue to 
operate as a going concern for at least the next 1 2 months. 

1.4 COMPARATIVE INFORMATION 

Budget information in accordance with GRAP 1 and 24. has been provided in an annexure to these financial 
statements and forms part of the audited annual financial statements. 

When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are restated. The nature and reason for the reclassification is disclosed. Where accounting 
errors have been identified in the current year, the correction is made retrospectively as fer as is practicable, and 
the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in tiie 
current year, the adjustment is made retrospectively as fer as is practicable, and the prior year comparatives are 
restated accordingly. 


STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET 

1.5 EFFECTIVE 


The following GRAP standards have been issued but are not yet effective and have not been early adopted by 
the municipality: 

S iTitete^ ih'jJointyentureS ' issued August 2006 

GE^P'i8.Segment R'eporfing-.issu6d.Mam'h2005’ .; ^;; - ; . 

GRAP 23 Revenue; fiorii Non-Exchange TransactipnS.^axes.and Transfers).- issued February 2008 
GRAP 24; pTesenfefidn’ ef ■Budget irifo,ilhation: in Finandej Statemehts, - issued NoVernber 200? . 

GRAPiOS Heritage AssetsV-*^pe^ Jdiy 2008' . ' 



41 



The following standards, amendments to standards and interpretations have been issued but are not yet effective 
and have not been eariy adopted by the municipality: 

IAS i9.Ern'pl!bybe:Bfeheflts>:efec^ve 1 Jahua,iy2b09 : v ■ V 
li^lC'17/pistributi9.n;:9f.:Norircash^setsto(^nera'.t.'.effecdv^ 

Other; ^ ;V' ' 

other ■ '■Iv -r' \ 

Nature of impending changes in accounting policy: 


Impact on the municipalit/s financial statements once implemented: 


2 PROPERTY, PLANT EQUIPMENT 
2.1 INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets including infrastaicture assets) that are held for 
use in the production or supply of goods or services, rental to others, or for administraUve purposes, and are 
expected to be used during more than one year. Items of property, plant and equipment are initially recognised as 
assets on acquisition date and are initially recorded at cost The cost of an item of property, plant and equipment 
is the purchase price and other costs attributable to bring the asset to die location and condidon necsessary for it 
to be capable of operating in the manner intended by the municipality. Trade discounts and rebates are deducted 
in arriving at the cost The cost also includes the necessary costs of dismantling and removing the asset and 
restoring the site on which it is located. 


When significant components of an item of property, plan and equipment have different useful lives, they are 
accounted for as separate- items (major components) of property, plant and equipment. 


Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), 
the cost is deemed to be equal to the feir value of that asset on the date acquired. 


Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination erf monetary and non-monetary assets, the asset acquired is initially measured at fair 
value (the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of 
the asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality 
expects to useUiem during more than, one period. Similarly, if the major spare parts and servicing equipment can 
be used oniy in connection with an item of property, plant and equipment they are accounted for as property, 
plant and equipment. 

2.2 SUBSEQUENT MEASUREMENT - REVALUATION MODEL (LAND AND BUILDINGS) 

Subsequent to initial recognition, land and buildings are carried at a revalued amount, being its fair value at the 
date of revaiutaion lees any subsequent accumulated depreciation and impairment losses. 

An increase in the earring amount of an asset as a result of a revaiutation is credited directly to a revaluation 
surplus reserve, except to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

A decrease in the carrying amount of an asset as a result of a revaluation is recognised in surplus or deficit, 
except to the extent of any credit balance existing in the revaluation surplus in respect of that asset 
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2.3 SUBSEQUENT MEASUREMENT -REVALUATION MODEL (LAND, BUILDINGS, and other Infrastructure assets) 

Subsequent to Initial recognition, land, buildings, and other Infrastructure assets are carried at a revalued amount, 
being Its feir value at the date of revalutaion less any subsequent accumulated depreciation and impairment 
losses. 

An increase in the carrying amount of an asset as a result of a revaiutation is credited directly to a revaluation 
A decrease in the carrying amount of an asset as a result of a revaluation is recognised in surplus or deficit, 
except to the extent of any credit balance existing in the revaluation surplus in respect of that asset. 

Land Is not depreciated as it is deemed to have an indefinite useftji life. 

2.4 DEPRECIATION AND IMPAIRMENT 

Depredation is calculated on the depreciable amount, using the straight-line method over the estimated useftil 
lives of the assets [or state other method used, e.g. production-unit- or diminishing balance method]. 
Components of assets that are significant in relation to the whole asset and that have different useful lives are 
depreciated separately. The armuai depreciation rates are based on the foiiowing estimated average asset lives: 


Depredation is calculated on the depredable amount, using the straight-line method over the estimated useful 


infoastructure 


Other 


Roads and Paving 

10-20 

Buildings 

30 

Pedestrian Malls 

30 

Air Conditioners 

7 

Electricsty 

25 

Vehicles and tractors 

7 

Water 

20 

Office equipment 

5 

Sewerage 

20 

Furniture and fittings 

10 



Watercraft 


Community 


Machinery and Equipmmy 

7 

Buildings 

30 

Tools 

5 

Recreational Facilities 

10 

Radio 

5 



Computer equipment 

3 


The residual value, the useful life of an asset and the depreciation method is reviewed annually and any changes 
are recognised as a change in accounting estimate in the Statement of Financial Performance. 


2.5 The municipality tests for impainnent where tiiere is an indication that an asset may be impaired. An assessment 
Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no 
further economic benefits or service potential expected from the use of the asset. The gain or loss arising on the 
disposal or retirement of an item of property, plant and equipment is determined as the difference between the 
sales proceeds and the carrying vaiue and is recognised in the Statement of Financial Performance. 
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3 INTANGIBLE ASSETS 


3.1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include computer 
software, licences, and development costs. The municipality recognises an intangible asset in its Statement of 
Financial Position only when it is probable that the expected future economic benefits or service potential that are 
attributable to the asset will flow to the municipality and the cost or fair value of the asset can be measured 
reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are capitlised. Research 
expenditure is never capitalised, while development expenditure is only capitalised to the extent that: 

• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has ftie resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 


Intangible assets are inifally recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the feir value ofthat asset on the date acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at feir value (the 
cost). If the acquired item's fair value was not detenninable, it's deemed cost is the carrying amount of Uie 
asset(s) given up. 

3.2 SUBEQUENT MEASUREMENT - COST MODEL 

Intangible assets are subsequently carried at cost less accumulated amoritisarion and impairments. The cost of 
an intangible asset is amortised over the useful life where that useful life is finite. Where the useful life is 
indefinite, the asset is not amortised but is subject to an annual impairment test. 


3.3 AMORTISATION AND IMPAIRMENT 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful 
lives using the straight line metitod. The annua! amortisation rates are based on the following estimated average 
asset lives: 

Computer software 

The amortisation period and the amortisation method for an intangible asset wifo a finite useful life are reviewed 
at each reporting date and any changes are recognised as a change in acounting estimate in the Statement of 
Financial Performance. 

The municipality tests, intangible assets witit finite useful lives for impairment where there is an indication that an 
asset may be impaired. An assessment of wheftier foere is an indication of possible impainnent is done at each 
reporting date. Where foe carrying amount of art item of an intangible asset is greater tiian the estimated 
recoverable amount (or recoverable service amount), it is written down immediately to its recoverable amount (or 
recoverable service amount) and an impairment loss is charged to the Statement of Finandal Performance. 


3.4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits 
or service potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of 
an intangible asset is determined as the difference between the sales proceeds and the earring value and is 
recognised in the Statement of Rnancial Performance. 



4 INVESTMENT PROPERTY 


4.1 INITIAL RECOGNITION 

Investment property includes property (land or a building, or part of a building, or both iand or buildings held under 
a finance lease) held to earn rentals and/or for capital appreciation, rather than held to meet service delivery 
objectives, the production or supply of goods or sendees, or the sale of an asset in the ordinary course of 
operations. 

At initial recognition, the munidpality measures investment property at cost including transaction costs once it 
meets the definition of investment property. However, where an investment property was acquired through a non- 
exchange transaction (i.e. where it acquired the investment property for no or a nominal value), its cost is its fair 
value as at ti^e date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

4.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Investment property is measured using the cost model. Under 8ie cost model, mvestment property is carried at 
cost less any accumulated depreciation and any accumulated impairment losses. 

Depreciation is caicuiated on the depreciable amount, using the straight-line meOiod over the estimated useful 
lives of the assets. Components of assets that are significant in relation to aie whole asset and that have different 
useful lives are depreciated separately. The annual depredation rates are based on the following estimated 
average asset lives: 

Investment property 

4.2 SUBSEQUENT MEASUREMENT - FAIR VALUE MODEL 

Investment property is measured using the fair value model. Under the feir value model, investment property is 
carried at its fair value at the reporting date. Any gain or loss arising from a change in the fair value of the 
property is induded in surplus or deficit for the period in which it arises. 


5 NON-CURRENT ASSETS HELD FOR SALE 

5.1 INITIAL RECOGNITION 

Non-current assets and disposal groups are classified as held for sale if Oieir carrying amount will be recovered 
through a sale transaction rather than through continuing use. This condition is regarded as met only when the 
sale is highly probable and the asset (or disposal group) is available for immediate sale in its present condition. 
Management must be committed to the sale, which should be expected to qualify for recognition as a completed 
sale within one year from the date of dassification. 

5.2 SUBSEQUENT MEASUREMENT 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying amount and fair value 
less costs to seS. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or while it is part of a 
disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are 
recognised in surplus or deficit. 

6 INVENTORIES 

6.1 INITIAL RECOGNITION 

Inventories comprise current assets held for sale, consumption or distribution during (he ordinary course of 
business. Inventories are initially recognised at cost. Cost generally refers to the purchase price, plus taxes, 
transport costs and any other costs in bringing the inventories to their current location and condition. Where 
inventory is manufactured, constructed or produced, tfie cost includes the cost of labour, materials and overheads 
used during the manufacturing process. 

Where inventory is acquired by the municipality for no or nominal consideration 0-e. a non-exchange transaction), 
the cost Is deemed to be equal to the fair value of the item on the date acquired. 
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6.2 SUBSEQUENT MEASUREMENT 

Inventories, consisting of consumable stores, raw materials, wori(-in-progress and finished goods, are valued at 
the lower of cost and net realisable value unless they are to be distributed at no or nominal charge, in which case 
they are measured at the lower of cost and current replacement cost. Redundant and slow-moving inventories 
are identified and written down in this way. Differences arising on the valuation of inventory are recognised in the 
Statement of Financial Perfoimance in the year in which they arose. The amount of any reversal of any write- 
down of inventories arising from an increase in net realisable value or current replacement cost Is recognised as a 
reduction in the amount of Inventories recognised as an expense in the period in which the reversal occurs. 


The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, 
distributed, written off or consumed, unless that cost qualifies for capitalisation to tiie cost of another asset. 

In general,- the basis of aliocating do^to inventory items is.the.first-in; first-out method pR.the weighted average 
methdd. .. ' 

7 FINANCIAL INSTRUMENTS 

7.1 INITIAL RECOGNITION 

Finandal instalments are intitaiiy recognised at feir value. 

7.2 SUBSEQUENT MEASUREMENT 

Finandal Assets are categorised according to tiieir nature as eitiier financial assets at fair value through profit or 
loss, heid-to maturity, loans and receivables, or available for sale. Financial liabriities are categorised as either at 
feir value through profit or loss or finandal liabilities carried at amortised cost ("other"). The subsequent 
measurement of finandal assets and liabilities depends on this categorisation and, in tiie absence of an approved 
GRAP Standard on Financial Instruments, is in accordance with IAS 39. 

7.2.1 INVESTMENTS 

Investments, which include listed government bonds, unlisted municipal bonds, fixed deposits and short-term 
deposits invested in registered commercial banks, are categorised as either held-to-maturity where the o-iteria for 
that categorisation are met, or as loans and receivables, and are measured at amortised cost. Where 
investments have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an 
expense in the period that the impairment is identified. Impairments are calculated as being the difference 
between the carrying amount and the present value of the expected future cash fiows flowing from the instrument. 
On disposal of an inves^ent, the difference between the net disposal proceeds and the cairying amount is 
charged or credited to the Statement of Financial Performance. 

7.2.2 TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as financial assets: loans and receivables and are Initially recognised 
at fair value and subsequentiy carried at amortised cost Amortised cost refers to the initial carrying amount, plus 
interest, less repayments and impairments. An estimate is made for doubtful receivables based on a review of all 
outstanding amounts at year-end. Significant financial difficulties of the debtor, probability tfiat the debtor will enter 
bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days overdue) are 
considered indicators that the trade receivable is impaired. Impairments are determined by discounting expected 
future cash flows to their present value. Amounts that are receivable within 1 2 months from the reporting date are 
classified as current. 

An impairment of trade receivables is accounted for by reducing the carrying amount of trade receivables through 
the use of an allowance accounL and the amount of the loss is recognised in the Statement of Financial 
Performance within operating expenses. When a trade receivable is uncollectible, it is written off. Subsequent 
recoveries of amounts previously written off are credited against operating expenses in the Statement of Financial 
Performance. 

7.2.3 TRADE PAYABLES AND BORROWINGS 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial liaibiiities held at 
amortised cost, are intitiaily recognised at fair value and subsequently measured at amortised cost whidi is the 
initial carrying amount, less repayments, plus interest. 

7.2.4 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (Including petty cash) and cash with banks (including call deposits). Cash 
equivalents are short-term highly liquid investments, readily convertible into known amounts of cash, that are held 
wnth registered banking institutions with maturities of three months or less and are subject to an insignificant risk 
of change in value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on 
hand, deposits held on cal! with banks, net of bank overdrafts. The municipality categorises cash and cash 
equivalents as financial assets: loans and receivables. 

Bank overdrafts are rcoordod based on the facility ytiiiaed. Finance ohorgea on bonk ovordraftaro expensed ae 
incurred. Amounts owing in respect of bank overdrafts are categorised as financial liabilities: other financial 
llabiities carried at amortised cost. 



8 INVESTMENTS IN ASSOCIATES 

An associate is an entity in which the investor has significant influence and which is neither a controiled entity nor 
a joint venture of the investor. Significant influence is the power to participate in the financial and operating policy 
decisions of the investee, but is not control over those policies. The municipality exercises judgement in the 
context of all available information to determine if it has significant influence over an investee. 


The equity method involves recognising ttie investment initially at cost, then adjusting for any change in the 
investor’s share of net assets of ttie associate since it acquired it, A single line-item in the Statement of Financial 
Performance presents the investor’s share of the assodate’s surplus or deficit for Wie year. 

The municipality commences accounting for an investment in an associate from the date that significant influence 
exists and discontinues the application of the equity method when it no longer has significant influence over an 
associate. Investinents that are retained in whole or in part are subsequentiy accounted for in accordance with 
the accounting policies on subsidiaries, joint ventures or financial instruments depending on the nature of the 
retained investment 

The munidpatity uses the most recent available financial statements of the associate in applying the equity 
method. Where the reporting periods of the associate and the municipality are ditferent, separate financial 
statements for the same period are prepared by U^e associate unless it is impracticable to do so. When the 
reporting dates are different, the municipality makes adjustments for the effects of any significant events or 
transactions between the investor and the associate that occur between the different reporting dates. 
Adjustments are made to ensure consistency between the accounting policies of the associate and tfis 
municipality. 

9 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure Uiat is not in terms of the 
conditions of an allocation received from another sphere of government, munidpality or organ of state and 
ejqaenditure in ffie form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act 
No.56 of 2003). Unautiiorised expenditure is accounted for as an expense in the Statement of Finandai 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Finandai 
Performance. 

10 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 
2003), the Munidpai Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in 
contravention of ffie Munidpalitys supply chain management policy. Irregular expenditure excludes unauthorised 
expenditure. Irregular expendihjre is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Finandai Performance. 



11 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteftil expenditure Is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Finandal Performance. 

12 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past 
events, it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation and a reliable estimate of tfie provision can be made. Provisions are reviewed at reporting date and 
adjusted to reflect the current best estimate. Where the effect is material, non-current provisions are discounted 
to their present value using a pre-tax discount rate that reflects the market's current assessment of the time value 
of money, adjusted for risks specific to the liability (for example in fte case of obligations for the rehabilitation of 
land). 


The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed 
unless the possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is 
disclosed where an inflow of economic benefits is probable. 


Future events that may affect flie amount required to settle an obligation are reflected in the amount of a 
provision where there is sufficient objective evidence that they will occur. Gains from the expected disposal of 
assets are not taken into account in measuring a provision. Provisions are not recognised for future operating 
losses. The present obligation under an onerous contract is recognised and measured as a provision. 


A provision for resfructuring costs is recognised only when the following criteria over and above the recognition 
criteria of a provision have been met: (a) The municipality 

has a detailed formal plan for the resfructuring identifying at least: - the business or part of a 

business concerned; . principal locations affected; 

- the location, function, and approximate number of employees who will be compensated for terminating their 
services; . the 

expenditures that will be undertaken; and - when the 

plan will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by 
starting to implement that plan or announdng its main features to those afected by it. 

13 LEASES 

13.1 MUNICIPALITY AS LESSEE 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of 
an asset are transferred to the munidpality. Property, plant and equipment or intangible assets subject to finance 
lease agreements are initiaily recognised at tiie lower of the asset's fair value and the present value of the 
minimum lease payments. The corresponding liabilities are initially recognised at the inception of the lease and 
are measured as the sum of the minimum lease payments due in terms of the lease agreement, discounted for 
the effect of interest In discounting the lease payments, the municipality uses the interest rate that exactly 
discounts the lease payments and unguaranteed residual value to the fair value of Uie asset plus any direct costs 
incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting 
policies applicable to property, plant, equipment or intangibles. The lease liability is reduced by the lease 
payments, which are allocated between ttie lease finance cost and the capital repayment using the effective 
interest rate method.- Lease finance costs are expensed when incurred. The accounting policies relating to 
derecognition of financial insfruments are applied to lease payables. The lease asset is depreciated over the 
shorter of the asset's usefiji life or the lease term. 

Operating leases are those leases that do not fall witoin the scope of the above definition. Operating lease rentals 
are accrued on a straight-line basis over toe term of the relevant lease. 


13.2 MUNICIPALITY AS LESSOR 



Under a finance lease, the municipalit/ recognises the lease payments to be received in terms of a lease 
agreement as an asset (receivable). The receivable is calculated as the sum of all the minimum lease payments 
to be received, plus any unguaranteed residual accruing to the municipality, discounted at the interest rate implicit 
in the lease. The receivable is reduced by the capital portion of the lease instalments received, with the interest 
portion being recognised as interest revenue on a time proportionate basis. The accounting policies relating to 
derecognition and impairment of financial instruments are applied to lease receivables. 


Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 

14 REVENUE 

14.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for 
services rendered / goods sold, the value of which approximates the consideration received or receivable. 

Service charges relating to electricity and water are based on consumption. Meters are read on a quarterly basis 
and are recognised as revenue when invoiced. Provisional estimates of consumption are made monthly when 
meter readings have not been performed. The provisional estimates of consumption are recognised as revenue 
when invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in which 
meters have been read. These adjustments are recognised as revenue in the invoicing period. The esiimares of 
consumption behA’een meter reaciings are based cn 

Revenue from the sale of electricity prepaid meter cards is recognised at the point of sale. 

Service charges relating to refuse removal are recognised on a montiiiy basis in arrears by applying the approved 
tariff to eadt property that has improvements. Tariffs are determined per category of property usage, and are 
levied monthly based on the recorded number of refuse containers per property. 

Service diarges from sewerage and sanitation are based on toe number of sewerage connections on each 
developed property using toe tariffs approved from Council and are levied monthly. 

interest revenue is recognised on a tiriie proportion basis. 

Revenue from toe rental of fecilities and equipment is recognised on a straight-line basis over the term of the 
lease agreement 

Dividends are recognised on the date that the MunicipaiiV becomes entitled to receive the dividend. 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying toe relevant gazetted tariff. This indudes the issuing of licences and permits. 



Revenue from the sate of goods Is recognised when substantially ail the risks and rewards in those goods is 
passed to the consumer. 

Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the 
principal) is limited to the amount of any fee or commission payable to «ie munidpality as compensation for 
executing the agreed services. 

14.2 REVENUE FROM NON>EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refws to transactions where the municipality received revenue from 
another entity without directly giving approximately equal value in exchange. Revenue from non-exchange 
transactions is generally recognised to the extent that the the related receipt or receivable qualifies for recognition 
as an asset and there is no liability to repay frie amount. 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges 
are recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a 
time proportionate basis. 

Fines coristitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when 
payment is received; together with an estimate of spot fines and summonses that will be received based on past 
experience of amounts collected. 

Revenue from public contributions and donations is recognised \n*en all conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and equipment, when such 
items of property, plant and equipment qualifies for recognition and first becomes available for use by toe 
munidpality. Where public contributions have been received but the munidpality has not met the related 
conditions, a deferred income liability) is recognised. 

Contributed property, plant and equipment is recognised when such items of property, plant and equipment 
qualifies for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, induding those set out in toe Municipal Finance Management Act (Act No.56 of 2003) and is 
recognised when the recovery thereof from toe responsible councillors or officials is virtually certain. 

14.3 GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the resources that have been 
transferred meet the criteria for recognition as an asset A corresponding liability is raised to toe extent that the 
grant, transfer or donation is conditional. The liability is transferred to revenue as and when the conditions 
attached to the grant are met. Grants without any conditfons attached are recognised as revenue wrtien toe asset 
is recc^nised. 

15 BORROWING COSTS 

Borravwng costs that are direcUy attributable to the acquisition, construction or production of qualifying assets are 
capitali^d to the cost of that asset unless it is inappropriate to do so. The municipality ceases the capitalisation of 
borrowing costs when substantially ail the activities to prepare the asset for its intended use or sate are complete, 
It is considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the 
capital asset acquired cannot be adequately established. Borrowing costs incurred other than on qualifying assets 
are recognised as an expense in surplus or deficit when incurred. 

16 RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and councillors. The confrlbiitions to fund 
obiigatt^s for toe paymsni of retiramem banefils are charged against revenue in toe year they become payable. 

1 he deiined benefit funds, which are adntlnistered on a provfncfai basis, are actuarially valued trienniaily art toe 
projected unit credit rnetiiod l«sis. Deficits Identified are recognised as a iiabilify and are recovered lhroi,;gh lump 
sum parents or increased future contobuiions on a proportionai basis to ail pnrticipatitrg muntepaiiffes. Specific 
actuarial infomtsdon to respect of indrvidua! participating municipalities is unavaiiabi© due to centralised 
adminisfration of these funds. As a result, defined benefit plans have been accounted for as if they were defined 
comribufion plans. 


Insert defined contribution plan mformation here 


Insert defined.benefit planJnfbrrhatior! here. . . 



17 CONSTRUCTION CONTRACTS AND RECEIVABLES 

Where^ the outcome of a construction contract can be estimated reliably, contract revenue and costs are 
recognised by reference to the stage of completion of the contract activity at the reporting date, as measured by 
|f/je propofiion Ihaf contracf costs incurred for ivoili f>9rformBd to date bear fo the esUmsted torn! contract casts 
OR sun/eys of work dono OR completion of a pbysicei proportion of the co/?fract work}. 

Variations in contract work, claims and incentive payments are included to the extent that they have been agreed 
with the customer. 

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the 
extent that contract costs incurred are recoverable. Contract costs are recognised as an expense in the period in 
which they are incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised as 
an expense immediately. 

18 IMPAIRMENT OP ASSETS 

The municipality assesses at eadi reporting date whether there is any indication that an asset may be anpaired. 
If any such indication exists, the municpality estimates the recoverable service amount of the asset 

irrespective of whether there is any indication of impairment, the municipality also; 

- tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment 
annually by comparing its carrying amount with its recoverable amount This impairment test is performed during 
the annua! period and at the same time every period. 

if there is any indication that an asset may be impaired, the recoverable service amount is estimated for the 
individual asset If it .Is not possible to estimate the recoverable service amount of the individual asset the 
recoverable service amount of the cash-generating unit to which the asset belongs is determined. 


The recoverable service amount of an asset or a cash-generating unit is the higher of its fair value less costs to 
sell and its value in use. 

if the recoverable service amount of an asset is less than its cairying amount, the carrying amount of tiie asset Is 
reduced to its recoverable service amount. That reduction is an impairment loss. 


An impaimient loss of assets can’ied at cost less any accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit Any impairment loss of a revalued asset is treated as a revaluation decrease. 

An impairment loss is recognised for cash-generating units if the recoverable service amount of the unit is less 
than the carrymg amount of the unit The impairment loss is allocated to reduce ttie earring amount of the assets 
of the unit as follows: 

• to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit 




A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised 
in prior periods for assets may no longer exist or may have decreased, if any such indication exists, the 
recoverable service amounts of those assets are estimated. 

The increased carrying amount of an asset attiibutable to a reversal of an impairment loss does not exceed the 
carrying amount that would have been determined had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss of assets earned at cost less accumulated depreciation or amortisation is 
recognised immediately in surplus or deficit. Any reversal of an impairment loss of a revalued asset is treated as a 
revaluation increase. 


ULUNDI LOCAL MUNICIPALITY 
Annual Financial Statements 
NOTES TO THE FINANANCiAL STATEMENTS 
for the year ended 30 June 2011 


1 CASH AND CASH EQUIVALENTS 

2011 

R'OOO 

2010 

R'OOO 

Cash and cash equivalents consist of the following: 

Cash on hand 

Cash at bank 

Call deposits 

1 000 

362 139 

134 528 

1 000 
9650 

2 603 346 


497 667 

2 613 996 

Bank overdraft included in above 



The Municipality has the following bank accounts: - 

497 667 

2 613 996 



Current Account (Primarv Bank Arrniint) 



First National Bank - Ulundi: 62035267609 



Cash book balance at beginning of year 

(99 596} 

1 432 659 

Cash book balance at end of year 

352 166 

(99 596) 

Bank statement balance at beginning of year 

800 993 

3226 898 

Bank statement balance at end of year 

324 211 

800 993 

Current Account (Other ArmimH 



First Nafional Bank - Westville Branch: 6208925631 



Cash book balance at beginning of year 



Cash book balance at end of year 

6 383 


Bank statement balance at beginning of year 


. 

Bank statement balance at end of year 

8 383 


This account was opened to administer receipts and payments ftjr housing projects 

Current Account ISalarie^l 

Rrst National Bank - Ulundi Branch: 62033637846 

Cash book balance at beginning of year 

9 650 

2 500 

Cash book balance at end of year 

1 590 

9 650 

Bank statement balance at beginning of year 

9 650 

2 500 

Bank statement balance at end of year 

1 590 

9 650 

Credit Card account ( Petrol purchases) 

First National Bank - 8812710030007004 



Short term deposits 

Deposits on call with banks 

134 S2S 

2 603 346 

Total cash and cash equivalents 

1 000 

497 667 

1 000 

2 613 996 

Total bank overdraft 


(99 5961 

Unutilised Conditional Grants must be ring fenced and separately invested. This 
was not implemented and amounts invested at year end were insufRcient to cover 
the value of unspent condifional grants , as Indicated hereunder 

Unutilised Conditional Grants 

Amounts invested 

Shortfali 

5 216 037 

274 528 

9 421 514 

2 603 346 

4 84 1 S09 

6 618 166 
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NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2011 


2 TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 


2011 2010 

R'OOO R’ODO 

Provision for 

Gross Balances Doubtful Debts Net Balance 


Trade receivables 
as at 30 June 2011 
Service debtors 

Service debtors 
Rates 


Total 

O&rer recelvafates 
Other receivables 

Total Trade and other receivables 

as at 30 June 2010 

Service debtors 

Service debtors 
Rates 
Electricity 
Other 
Total 

Other receivables 
Other receivables 

Total Trade and other receivables 
Rates: Aoeino 
Current (0 - 30 days) 

31-60 Days 
61 ' 90 Days 
91 -120 Days 
121 Days and over 

Total 

Electricitv and other Aaelno 
Current {0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
91 -120 Days 
121 Days and over 


R'OOO 

R’OOO 

R'OOO 

35 016 424 

69 058 393 

13 934 863.41 

17 727 509.64 

21 081 561 
51 330883 

104 074817 

31 662 373 

72 412 444 



104 074 817 31 662 373 72 412444 


17 845 887 

64 265 913 

12 975 930 

5 311 698 

18401 657 

10090 933 
5019 267 

(555 770) 
64 265 913 

2 884 997 
292 431 

100 399 428 

33 511 857 

66 887 571 




- 

. 

- 


100 399428 

33 511857 

66 887 571 


1 845 872 

2 187 088 

1417 924 

1 723 886 

1315144 

1473351 • 

1313 988 

1 305 423 

63185 464 

57 579 969 

69 058 392 

64 269 717 


1 136 092 
597 303 
286 393 
331 086 
34 141 789 


1 329 814 
645 270 
625 341 
578 265 
32 951 020 


Total 


36492063 


36 129 710 



ULUNDl LOCAL MUNICIPALITY 
Annual Financial Statements 
NOTES TO THE RNANANCIAL STATEMENTS 
for the year ended 30 June 201 1 


2 Reconciliation of the doubtful debt provision 

Balance at beginning of the year 
Contributions to provision 
Doubtful debts written ofi against provision 
Reversal of provision 
Balance at end of year 


The provision for bad Debts relating to Rates , relates to the Land that was in the name of ITB . vrfjich is 
to be transfered back to the Municipality in terms foe prodamation, foerefore rates against these 
properties should have never been raised. 


Trade and other receivables which are less than i monfos past dua are not 
considered to be impaired. At 30 June 2011. R - (2010: R 44467848-) were past 
due but not inr^aired. 

The ageing of amounts past due but not impaired is as follows: 

1 month past due 

2 months past due 

3 months past due 

Trade and other receivables Impaired 

As of 30 June 201 1 , trade and other receivables of R - (2010: R 72846075 -) were 
impaired and provided for. 

The amount of the provision was R- as of 30 June 20x1 (20x10 R63818872). 
The ageing of these receivables is as follows: 

Past due 3 months 
Over 3 monfos past due 


The teir value of trade and other receivabtes approximates their carrying amounts. 


3 OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

Other debtors 

Total Other Debtors 

Less: Provision for Doubtful Debts 


2011 

2010 

R'OOO 

R'OOO 


33 511857 

63 818 877 

8 123 260 

(1 849 354) 

(38 430 280) 

31 662 503 

33 511 857 


2 015 227 

2369156 

1 601 537 

2 098 692 


1 645 074 

1 883 688 

97 307 253 

90 530 989 


8 938 557 

2128 575 

8 938 557 

2 128 575 

1 256 290 

1 256 290 

7 682 267 

872 285 
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2011 2010 

R'OOO R’OOO 

4 INVENTORIES 


Opening balance of inventories: 

1 0S1 233 

896 76S 

Consumable stores - at cost 

1 051 233 

896 765 

Additions: 

229 967 

154 468 

Closing balance of inventories: 

1 281 200 

1 051 233 

5 PREPAYMENTS 

Prepaid expenses 

279 244 

290 825 

Insurance for x months relating to following financial year, were paid in the current 
year. 

6 INVESTMENTS 

Financial ln.^tnim(>nt.4 

Call deposits 

140 000 

140 000 

The New Republic Bank went into liquidation and was placed under curatorship. 

TTie value of this investment has been written down to its estimated net realisable 
value. 

7 NON*CURRENT RECEIVABLES 

Car bans 

35 572 

35 572 


35 572 

35 572 

Less : Current portion transferred to current receivables 

(35 6721 

(35 572) 

Car loans 

1 (35 572} 1 

(35 672) 

Total 

- 

• 


CAR LOANS 

During the 2009/201 0 Audit this matter was raised by the Auditors, and it was 
recommended that this Debt be written off. Management have made a 
decision that the amount not be witten off, and one last attempt to be made 
for the collection by involving the Lawyere. 
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Total 

R 000 

505 025 346 

957 952 712 

<D 

(O 

CO 

CM 

«3) 

CM 

V) 

s. 


13 225 500 

9 160 904 1 

(27 530 242) I 


o 

(1 268 613)1 

1 268 613 1 



500 872 270 1 

980 693 230 | 

(479 820 960) I 






Finance lease 

assets 

o 

O' 

o 

it 

S: 


1 




1 

f 








990 762 

1 622 727 

(631 965) 






Other Assets 


719 039 

12 801 490 

lO 

CM 

CO 

o 

CM 


640 600 


(393 723) 


e 

(1 268 613) 

1 268 613 



965 916 

12173 477 

(11 207 561) 




for the vear ended 30 June 2010 



Community 

O' 

O'. 

O' 

a 

O: 

O 

e 

o 

o 

©- 


2 365 442 

2 408 800 

CO 

lf3 

00 

<o 

s 


1271113 


(156 137) 


1 





CO 

o 

oe 

Tf 

CO 

3 679 913 

(199 495) 






Infrastructure 


eo 

o 

u> 

r*. 

0) 

(O 

820 288 382 

o 

<0 

CO 

T— 

CO 

CM 


"r* 

CO 

CO 

in 

CO 

05 

5 678 559 

(25 396 618) 







M 

eo 

eo 

CM 

CO 

in 

(D 

eo 

CO 

835 102 802 

. 1 — • 

05 

f* 

O) 

05 

(C 

lf5 

CO 

•M- 


Ann B'IA1 




Buildings 


104 825 784 

122 454 040 

S' 

CM 

CO 

CM 

<o 

N- 

1“ 


2 177 926 

•O' 

fO 

CM 

CO 

rj- 

CO 

(1 583 764) 



} 




108 902 291 

128 114 311 

o' 

CM 

O 

CM 

T“ 

CM 

05 

■p- 


Refer to Appendix B for more detail on property, plant and equipment 




Reconciliation of Carrvinq Value 



as at 1 July 2009 

Cost/Revaluation 

Accumulated depreciation and impairment losses 


Acquisitions 

c 

g 

3 

W 

c 

o 

O 

i_ 

.0) 

■D 

C 

3 

s 

a 

<5 

O 

Depreciation 


Carrying value of disposals 

Cost/Revaluation 

Accumulated depreciation and impairment losses 



as at 30 June 2010 

Cost/Revaiuation 

Accumulated depreciation and impairment losses 
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ULUNDt LOCM. MUNICIPAUTY 
NOTES TO THE RHANANOAL STATEM^S 
ferUie year ended 30 June 2011 

2011 201D 

R'OOO R'OOD 


10 TRADE AND OTHER PAYABLES FROM EXOIANGE TRANSACTIONS 


Trade creditors 

21 102 71S 

6 136 577 

Payments received in advance 

7 464 056 

2400 809 

Retentions 

3 625 523 

1845185 

Staff leave accrual 

3 002 323 

3 429 956 

Deposits other 

212940 

161627 

Land Sales Suspense 

3 135 093 

817 836 

Unallocated receipts 


654 600 

VAT accrual 

3 188 445 

3 046 346 

Other payables 


8352 

Total creditors 


16 599290 

The fair value of trade and othar peyeUes approximetes their carrying amounts. 




Land Sates Suspense relates to funds received on property sNes for wMch monies are still outstanding. Only when full payment is received is the 

11 

CONSUMER DEPOSITS 

Electricity 

1 369 288 

1 259 8SS 

Total eortsumer deposits 

12 

VAT PAYAU.E 

1369 ZW 

1 259 888 

VAT payable 

VAT is payable on the receipts basis. VAT is paid over to SARS only once 
payment is received from debtors. 

13 

VAT RECBVABLE 


- 

VAT receivable 

VAT is payable on the receipts ba^s. VAT is paid ov« to SARS only once 
payment Is rac»ved from detrtors. 

14 

PROVISIONS 

3 366 742 

3 368 742 

727 215 
727 215 

Performance bonus 

635408 

360 3S8 

Totaf Provlslona 

Peifemianee bonuses for Section 57 Employees were provided for as ouVIned In 
the 'Performance Regulations* promogetad by die De^rtmant of Provincial and 

Local Oovemmem on the 1st August 2006. 

The movement In current provisions are reconciled as Wlows; - 

635 408 

381 US 

as at 1 July 2010 

360 3SS 

395 000 

coninbuiions to provision 

275052 

184 464 

Expenditure Incurred 

- 

(219 098) 

as at 30 June 2011 

635 408 
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ULUNDI LOCAL MUNICIPALITY 
NOTES TO TTIE FIMANANCIAL STATEMENTS 
for ths year andad 36 Juno 2011 


2011 2010 

R'OOS RTloa 

15 UNSPENT eONOITtOHAL 6RAKTS ANB RECEIPTS 


Unspent Conditional Grants fmn other spheres of Government 

5 216 037 

9421 

Total UnspentCondiltenal Gmts and Racvpts 





Sea Note 31 lor recondrialion of granls and recalpls. These amounts ere invacted 
h rlng-farreed InvesVnent until utUsed. 



16 ACCUMUUTEO SURPLUS 

(OefidI) / Surplus for the year 

(36253 609) 

251024 063 

Other accumulated surplus 

448283 500 

13644S978 

Government Grant Reserve 

412 029 691 

387471041 

Balance as at 30 June 2010 

108 696 972 

96071 460 

Capital Brents used to fnanca Property, Plant and Equipment 


20 680 570 

Offsetting of Oepredalion 


(BOSS 053) 

Transfamed to Accumulated Surplus 

(106 696 972) 

Balance as at 30 June 2011 


108 696 972 

Capitalisatran Reserve 

Balance as at 30 Jurte 2010 

OffsetUriB of D^reclation 

7 672 587 

7936 535 
(263 948) 

Trenaferrad to Accumulated Surplus 

(7 872 687) 

Bslance as at 30 June 2011 

- 

7 672 587 

Other Accumulated Reserves 


271733447 
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ULUNDI LOCAL MUNICIPALFTY 
NOTES TO THE FINANANCIAL STATEMENTS 
for tire year ended 3S June 2011 

2011 2010 

FfOSO R'OOO 


17 BORROWINGS 


Local Registered Stock Losrvs 

Annuity Loans 

OBSA 

BIDVEST 


Less : Current portion transferred to current liabilities 
Local Registmed Stock Loarts 
Anrvuity Loans 
SBSA 

Other borrowings 
Total borrowings 

Refer to Appendix A for more detail on borrowings. 


18 RKANC^ LEASE LIABIUTY 

Amounts payable under finance leases 

Within one year 
Within tvro to five years 


CorreEtlon of prior period error 

Current portion of borrowings 

Current portion of finance lease liability recognised 

Non Current bomufngs 
Previously repoiled 

Long term portion of rinsnee lease llablllly 


540420 
SS5 979 

340 420 

1 622 727 

1 096 399 

2163147 

(540 4201 

. 

(540420) 



555 979 

2163147 

2011 

2010 

273 20S 
282 77S 

453 087 

1 077 Ml 

555 STS 



4S3087 


453 087 


540420 
1 169 640 


1 710 060 


In prior years finance lease were regonised es operating leases. 


19 PROPERTY RATES 


Actual 




S 502 373 



4 564 708 

4 693 917 

Agriculture 

1 630 834 

1 574 680 

Heavy Indusinas 



State 

9 691 502 

4384337 

Total property rates 

21 389 417 

16119 047 


2 845497 

3 614 052 


18 543 920 

12 504 995 

Property rales - penaltrss Imposed and cclledion barges 

7 6S5 654 

7 366 746 

Total 

' 26409 S74 

19 871 741 

atlmtiiggt 



Residential 

522 166 001 

516734 001 

Commercitf 

238 357 010 

218 367 007 

State 

530 696006 

436 155 003 

Non Prafll Organisations 


79119 000 


667 666 502 

629676 500 

Non-Rateable 

233 821 692 

278 956 ISO 

Municipal 



Total Property Valuatiena 

7 190 747 211 

2 161 209 701 


Valuations on land and buildings ere performed every four years. The latest 
valuation was completed on l5t January 2009, and came Into effect on 1 July 
20D9. Intertm valuations are processed on a quartertybaslstotake Into account 
changes in IncSvidual 


ThefoUowngaretireraterandagesthat were spiled to the valuations In re^ct cf (he various categories: 
• Domestic And comnvirdnl R 00.21 
- Public WollcsR 00.63^ 

Rebates of 40 are granted lo residentjfd owners and 20 K to state pi^rty 
owners. Rates are levied on an annual basis on property owners. 

All registered Indigenisrecaivaa monthly subsidy of R 00.21 for rales, this 
subsidy Is funded from the eqidtable share ^nL 
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ULUMOl LOCAL MUNICIPAUTY 
NOrn TO THE FMANANCIAL STATEMENTS 
for th« year ended 30 June 2011 


20 SERVICE CHARSES 

Sale of Meetriclty 
Refuaa nernoval 
Other 

Total Servlet Charges 


21 RENTAL OF FACILniES AND EQUIPMENT 

RenMIefftellltlet 
Rental of equipment 
Other rentals 
Total rentals 


22 INTEREST EARNED - EXTERNAL IMVESTTHENTS 
Benk 

Rnancial assets 
Other 

Total interest 


23 OOVBtNMENT GRANTS AND SUBSIDIES 

Equitable share 
Conditional Qranls utilised 
Other Oovenimenl Giants end Subsidies 
Total Government Grant and Subsidies 

23.1 Equitable Share 

In terms c( the ConMKuUon, Ihle stant !e used to subsidite the pievldoh of beele 
services to Indigent communtty members. AH registered tndig^ receive e 
monthly subsidy of R00.21 for rates vmich Is funded from (he granL 

23.2 MIG Grant 

Balance unspent at beginning of year 

CUTantyearrecelpte 

Prior year adjustment 

Transfer 2008/2009 

Debtor 2011 

Condlliont met - transfenad to ravenua 

Conditions stilt to be met - remrin liabilities (see note . .) 

Provide uplenatlons of conditions stStobe met and other relevani InbrmeSon 

23.3 Other Government Grants and Subsidies 

Balance unepent at beginning of year 

Current year rsc^pts 

Prior year adjustment 

Transfer 2008/2009 

Debtor 2011 

Conditions met - transfened to revenue 

Conditions still to be met - remdn liabilities (see note . } 

Provide explanations of eondffions sti! to be met and other relevant informetion 


2011 

2010 

R'OOO 

R'OOO 


32516513 

26 5B2 871 

4 525 350 

2986 993 

srei43 

875 897 

37 S21 Q06 

ssinrssr 


3BS SIS 

410 286 

395 515 

410 285 


413 73S 64ES93 


413 739 

646 533 

56 600 644 

34 630 628 

12 000 

46 240065 
23072853 

91 143 172 

69 313 018 


56 800 644 46 240 065 


PI 

3169 571 

16 300 000 

19 BOO 000 


(1 $90617} 
P 074 228) 

6 332 543 
f24 632 5401 

(15304 826) 

• 


9 421 515 

11 702 434 

9176 030 

9500 011 


(3 193 767) 


P19034} 

f13 381 SIS) 

(7 7681791 

5 216 036 

9421 515 


23.4 Changec In levels of government grants 


so' S.NS.n,»B4ss. ;Ad .. :#2<'Xi;V 

ns r^ir.ftvS cjinn-sat a Jhs «-y~o!Tw.eni p-wsi snr erpec&i nvn< 

iinfoW'-oftilnt; j! ys.ft 
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ULUNDI LOCAL MUNICIPAUTT 
NOTES TO TNE nNANANClAL STATEME^^'S 
tar Ok year endeO 3D June 2011 



2011 

2010 


R'OOD 

R'OOO 

24 OTHER INCOME, PUBLIC CONTRIBimONS AND DONATIONS 



Olher income 

Other Income 

688 371 

42757 

VAT Retavary - Projects funded from Grant 

3 693 927 

2681 622 

Contribution shared servlcea 


748 750 

Total Other incorm 

4 380 29S 

3672 633 




25 EMPLOYEE RELATED COSTS 

54 570 538 

45192 334 

Employee related costa - Salaries and Wages 

34 453 684 

25968 725 

Employee related casts -Contributions for UIF. pensions and medical aids 

9 992 607 

9748 445 

Travel, motor car, accommodallon. subsistence arrd other allowances 

3 072771 

2038 516 

Housing bensflta and aiiowanees 

129466 

126 778 

Overtime payments 

930 990 

751 044 

Performance and other bonuses 

- 

360 356 

Othw emfdoyae rtiatad costs 

7 023 231 

2 019160 

Employee Related Cecta 

50 597 768 

42013 024 

There wane no advances to employees / Loans to employees are set out in note 

3. 



Remuneration of Uie Municipal Meruger 

Annual Remunaradon 

616494 

SS9 363 

Performance- and other bonuses 

124 266 

87 639 

Travel, motorcar, accommodation, subsistence and other allowances 

226 159 

209017 

ContribuSorrs to UIF, Uedcal and Penrion Funds 

43 042 

60.363 

Total 

1 011 962 

946 382 

Remunarallon of the Chief Finance Oflicer 

Annual Remuneration 

463 863 

467 053 

Performance- and other bonuses 

93193 


Travel, motor ear, accommodation, sub^snce and ether aiiowanees 

90S09 

79507 

ConOibubons to UIF. Medical and Pension Funds 

117418 

101 see 

Total 

764999 

846 448 

RamuncrMlen of ths Manager Corporate $«(vloea 

Annual RemuneraOon 

471 285 

628 540 

Perforrrwnoa- and olher bonuses 

93199 

71 70S 

Travel, motor car, aceommodation. subsistence and other aBowances 

90 509 

79 506 

Cenlrl^tlens to UIF, Medieal and Pension Furtds 

117418 

111029 

Tot^ 

W itl 

890 782 


Remuneration of Individual Executive Dlredora 


Community 

Services PnteeUon Services TecKnleal Services 
imo R'OOO iTOOO 


2011 

Annual Remuneiatign 

Performance- and olher bonuses 

Travel, motor car, accommodation, subsistence and oUier aBowaneas 
Contributions to UIF, Medio) and Peralon Pun^ 

Total 


2010 

Annual Remuneration 
Performance- and other bonuses 

Travel, motorcar, accommodation, subsistence and otiier allowances 

ContribuHons to UIF, Medical and Pension Funds 

Total 


C63 663 463863 S04 3B8 

93199 93199 

90S09 90SD9 160000 

117418 117418 1452 

764990 764999 B65 840 


Communt^ 

Services Protection Ser^ces Technical Services 
R'OOO R'OOO R'ODO 

642 602 444 812 127 9S2 

59 754 

93 260 79 50B 29 500 

106 26S 111 029 


791 991 


635 149 


157 452 



ULUNDI LOCAL MUKfCIPAUTY 
NOTES TO THE FINAHANOAL STATEMENTS 
for the yur ended 30 June 2011 


20 REMUNERATION OF COUNCILLORS 

ExacutVe Mayor 
Deputy ExeoiUve Mtyor 
Speaker 

Executive Committee Memben 
Councillors 

CoundOora' contributions Skills Development 

Councillors' allowances 

ToU Counellfors’ Remuneration 

InJiind Bene^ts 

The Executive Mayor. Deputy Mayor. Speaker end Executive Committee 
Members are provided with an office and aecretarial su at the cost e( the 
Coundl. 


2011 

2010 

R'OOO 

R’OOO 


562 859 

570 114 

532 685 

461 125 

463 023 

461 108 

1054 028 

1 706064 

6 468 389 

6 319 935 


70 917 

sobTsm 

3 591 780 


27 DEPRECIATION AND AMORTISATION EXPENSE 
Depreciation - Rnanee lease assets 
Property, plant and equipment 
Total Depredation and Amortisation 


324 545 

66 207 989 27 530 242 

66 532 535 27 530 242 


26 FINANCE COSTS 


External Interest 




Finance lease interest 


69 018 


Total Interest paid 

— 

106 821 

7 895 

The Interest paid amount as disdosed retatss lo acxmred rnteresl on »e 




DBSALoan, 




BUUC PURCHASES 




Bectrleity 


33 687623 

24 $94 684 

Total Bulk Purchaaea 

... 

33 897 823 

24 594 884 

CONTRACTED SERVICES 




Contracted services for: 




Kite of equipment 




Hire of VMcles 


3 544 874 

1228 804 

Prttfessional fees 


1602136 


Private Security Service 


2 768 639 


Refuse Removal contracts 


4141 770 


Software and licenses 


604 610 

681656 

Sraffiexpendituie 

MPRA 

118427 

976 302 

Crant expenditure 

SYSTEMS 

447 772 


Grant expendiUjra 

CtWJP CENTRE 

2 073 71S 


Grant expenditure 

SECTOR PLAN 

56 010 



16 503 250 10 800 476 
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ULUNOI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year entlnl 30 June 2011 


2011 2010 

trooo R'oos 


31 GENERAL EXPENSES 


included in general expenses are (be following:- 



Accomodation 

278 574 

384 034 

AdverSsIng 

318 887 

115 948 

AmmunKiee 

79282 


Arts and Culture 

898 


Audit fees - External 

1284 453 

1 099 899 

Audit fees - Internal 

595 564 

864407 

6ar)k charges 

430 271 

334 253 

6reehur«s> Council 


2 301 

Cash handNng fee 

183 309 

149 087 

Cash Ullages 

800 

8 323 

Chemicals S gasses 


6 805 

Children holiday programme 

858 

- 

CIvIe entertainment 


24 614 

Commison : Safe pre-paid Electritihr 

420 680 

174 074 

Conf^ance fees 

26S6S 

25 838 

Contribufion • Leave pay provi^n 



Decorations 

20700 

42428 

Delivery • Consumer eceounts 

80 645 

59186 

Digging of graves 


43 607 

Oisconr^cSon fees 


133 563 

Entertainment / Refreshments 

497 277 

206 243 

Expendable tools 

16 637 

30SS0 

Fertilizers Compost 

S3S71 

7 063 

Rxed asset register 

350 000 


Fuel and oil - machinery 

35 249 


Free basic Services - Electricity 

188 096 

369151 

Fruitless end wasteftd expenses 

87 589 

333 947 

Grent : Commuidty dev wohtere 



Grant :FMG 

1085 877 

605 665 

Grant : PfCONS HR Systems 


47 410 

Grant : LUMS 



Grent t MAP 



Grant : Municipal Governance 


347 73S 

Grant : NaUcnal BectrHication 



Grant : PM5 



Grent : SUfis Devalopntent 

228 888 

141 337 

Grant Bookkeeping training 



Grant PfCons HR Systems 



Grant Project Consolidala Comm Corrsuitant 



Grent valuation roll 



Hire of equipment 


844 693 

Hire of offices 

34 746 


HIV/AJDS Projects 

299 012 

69 818 

Housing Grant ErqiendHure 


43 eeo 

IDP projecis 

201 761 


indigent burials 

1009 389 

926 960 

Indigent rsBef 

133 993 

149559 

Insurance 

541372 

SS9347 

TT ' Management training 


495 

Legal expenses 

314 361 

174432 

LED projects 

34 855 


Library material 

37 335 

11 506 

License fees 

17 894 

6 042 

Local rn^rai sports cup 

460 691 

280 982 

Lost/Damagad Dbraiy books 

6 623 

2629 

Mayoral hrncbons 

926 148 

285 963 

Medcsl examination fees 

4 935 

6005 

Membership fees 

255110 

238 512 

MPRA 


44 087 

Official phelographs 


5197 

Pauper buries 



Periodicals 

7437 

51 659 

PrinVng end statlortery 

1 261 951 

542 632 

ProJecU tourism 

178206 

230 074 

Promotional tnaleiial 

148 884 

28 663 

Pubiidty 

270 628 

76 501 

Quality ^redat pn^ds/Grass cutting 

378 540 

267 535 

Refuse 

250 006 

223 410 

Rehise receptieles 



Repealer licenca fee 



Small office equipment 

97170 

51 724 

Small tools 


108 

Stamps artd posAage 

12232 

48 716 

Stoeksend material 

375 649 

255318 

Stores shorUges 

143 028 


Street lights 



Study eld- Staff 

(29306) 

(6734) 

Sundrice 

116 006 

32170 

Telephone cost 

1 136 178 

1 200 432 

Tracing 

221 172 

241 696 

Transport 

1382476 

1 548 601 

Travel and subsistence 

S00 4SS 

697478 

Trees and dirubs 

14481 


Unlfonns & overalls 

145 550 

218 047 

Valuaflen eosls 

168 871 


Ward eemmltlees 



Water charges 

292418 

246 768 

WCC 

719487 

50107 

Weed killer programme 

985 


Weed KIlBia ani Insac&ddes 


50 562 

YoudtAf^ 

iseso 


Other 




1B 489 181 


IS OSS 022 



ULUNDI LOCAL MUNICIPALITY 
NOTES TO THE PINANANCIAL STATEMENTS 
for the year ended 30 June 2011 


32 SAIN I (LOSS) ON SALE OF ASSETS 


Investment pr^erty 
Vehicles 

Total Gain I (Loss) on Sale of Assets 

33 PROm/ (LOSS) ON FAIR VALUE AtUUSTMENT 

Investment property carried at fair value 
Total preftt / (Less) on Fair Value Adjustment 


34 PROFIT I (LOSS) OK FAIR VALUE ADJUSTMENT 
Investment property carried st fair value 
Total Profit / a>ost) on Fair Value Adlusment 


2011 

2010 

R'OOO 

FTOOO 

199 842 

1 840 OSS 

9 800 

330 SOO 

209 642 

2170 855 


225 298 800 

- 

225 298 800 

225 299 900 

- 

gggfgnr 



ULUNOI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for Iho year ended 30 June 2011 



2011 

2910 


R'OOO 

R'OOO 

so CASH GENERATED BY OPE7(ATK>NS 



(Deficit)/ Surplus for the year 
/kdjustmanl for- 

^ 253 809) 

251 024 063 

Prior year 

(33S 283) 


OeprMMion and amorasatlsn 

66S32S35 

27 530 242 

(Gain) / loss on sale of assets 

(209 642) 

<2 170 555) 

Doubtful debt provision written back 

(1649 354) 

(3) 

Contributions to provisiens - current 


. 

Housing grants reeled/ Expendilvra 


<50 sao) 

Finance costs 

37 903 

7 8% 

Interest earned 

(413 739) 

(646 593) 

Fairvalue a^ustmenls 

. 

1212 063 600) 

Operating surplus before workini eapitel ehenges: 

27 504 610 

63 630 869 

(IncreaseKdecrease in Inventerias 

(229 967) 

(1S4468) 

(IncreaseVdectease in trade receivables 

(3 67S519) 

(10227110) 

(Increaseydecrease in other receivables 

(6 809 962) 

126 546 

(IncraaseVdecrease in prepaymants 

11581 


A^ustmanl to provisions • current 

275 0S2 

(34 644) 

(Incresse)fdacrea5e In VAT receivable 

<2841527) 

201438 

tncrease/{decrs3se] in conditional grants and recdpts 

{« 205 477) 

^207} 

Inciease/Cdecrease) in trade payables 
lncrease/<decreasa} In consumer deposits 

24192 916 

2 068723 

Cash |(r<eiated bv/fotitisad in] epanVons 

34 421 667 

54 945 149 


30 CASHANDCASHEQUIVAUNrS 

Cash and cash eqidvalenls included in the cash flow statarnarrt compose die 
fellovnng: 

497 667 2 613 996 

■ f99S96) 

497 667 2 S14 400 


Bank balances and csNt 
Sank ovetdfafts 

Net cadi and cash equivalents (net of bank averdrsfts) 


37 UTIUISAT10N OF L0N6-TERM LIAHUTIES RECONCILIATION 

Long-term llabillliee {see Note ) 

Used (0 Ananee prepeny, ^ant and equipment - at cost 
Sub- total 

Caih sal eddafortha tepsymani of long-term kabililiea 
Cash itivcBlad for repayment «f long-iami liabUltias 

Long-term llablllhes have been ulHised In accordance with the Municipal Finance 
Management Act SuHidenl cash has been ael asids to ensure that long-tenn 
liabllitiet can be repaid on ledampden data. 


UNAUTHORISED, IRREGULAR, FRUFUfSS AND WASTEFUL 
38 EXPENDITURE DISALLOWED 


38.1 Fniitless and vmsiefid expenditure 


RecantiHetlon of uneuthonsad fruitlass and wasteful expendRure 


Opening batance 

7 676 126 

930392 

UnaullKBlsed fnsUessand waslehil ei^nditure current year 

164 835 

8 010 073 

Approved by CcuneS or condoned 


(1 264 339) 

Transfer to receivables for recovery 

7 840 961 


Unauthorised fruitless and wasleAi! axpanditura amiling aulhotieafien 


38.2 Irregular expenditure 

Recondliatim of Irregular expendilure 

Opening balance 

Irregular axpenditure current year 

943 311 


Condoned or written off by Coundl 

Transfer to receivables for recovery- not condoned 

Irregular expenditure awaiting ccndcnement 

343 311 


38.3 Unauthorised experuinura 

Reconcilialion of unauthorised expenditure 

Opening balance 

Unauthorised axpenditurB currant year 

O^redailon 

66 207 989 


Bulk purchases 

2906 123 


Conlnciad saivleas 

1486 764 


ApcHoved by Council or condoned 

Transfer to receivables for recovery 

Unauthorised expendture eweiUng suihorisatkin 

70 570 876 

. 
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ULUND! LOCAL MUNICIPALITY 
NOTES TO THE FlNANANCtAL STATEMENTS 
Tor the year ended 30 June 2011 


ADOmONAL DISCLOSURES M TEWilS OF MUNICIPAL FINANCE 
90 MANA^MENTACT 


Z011 2010 

RTIOI) R^DO 


39.1 ConlribirBons to oryanised lecd gavemment 

Opening balance 

Council subscripUafts 

Amount pid- current 

Amount paid - prsvlaia years 

Balance unpaid (included In payables) 

39.2 Audit ftes 

Opening balance 

Current year audit fee 

Amount paid - current year 

Amount paid • previous years 

Balance unpaid (Included in payables) 


39.3 VAT 

Opening balance 

VAT due to SARS : Letter of Assessment - 2007' and 2008 ^ods 
Revised t^enlng bslaru« 

Ojrrent year output vat 
Current year Input vat 
^ount paid current year 
Amount refunded by SARS - current 
Amount due by SA^ 

VAT receivables and payables are shown In note 12. All VAT returns have been 
submitted by the due date througtmut the year. 


39.4 PAYE and UIF 

Opanlng balance 

Cwenc year payroll deductions 

Amount paid - current year 

Amount paid - previous years 

Balance unp^d (Included In payablss) 


39.5 Pension and Medical Aid OeducSons 
Opening balenee 

Cuirent year payroll deductions and Council Contributions 

Amount - current year 

Amount paU ■ previous years 

Balance unpaid included In payables) 


(25S110) 

(238 512) 

256110 

238 512 


(1 284 453) 

(1 098 899) 

1284 453 

1089 899 

• 



727 215 

1757174 

(339 283) 

(828 521) 

387 932 

928 6S3 

(5 236 395) 

(4 359 016) 

13 504 079 

9626153 


249106 

(5286 8741 

^717 6821 

3 358 742 

727 2li 


8 331 640 

5124 969 

(6 331 640) 

(5124 969) 

0 

. 


15 692 156 

14495286 

(15 692 156) 

(14495 286) 

m 

• 


39.6 Councillor’s arrear consumer accounts 


The folloeang CoundPofs had arrear sccounls outstanding tot more than 90 days 


as at 30 June 2011 
NJ Manana 
F L Butheiezi 
WTNdebela 

Total Councillor Arrear Consumer Accounts 

MASit^ 

SC Jail 


Total 

R-OSO 


Outstanding le«x 
than 90 days 
R'OOO 


OutslanAng more 
than 99 days 
R'OOO 


946 
»$66 
1294 
10 808 


946 

eS66 

1 294 

946 9 860 


8 729 

10137 1 915 2 433 
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ULUNDI LOCAL MUNICIPALnY 
NOTES TO THE FINANANCIAL STATEMEKTS 
for the year ended 30 June S01T 


2011 2010 

R’OOO R'OOO 


40 CAPITAL COMM ITMENTS 


• Approved and contracted for 

Infra^ructure 

Community 

Heritage 

Other 

- Approved but not yet eontiaeted for 
InriBstructure 

Commurtty 

Heritage 

Other 

Total 

This sxpemlitm will be firtancadfrom: 

- External Loans 


• Government Orenta 
-Own resources 
- Oi^ict Coun^ Grants 


40.2 Operating lessee 

At the TBporting dale the entity has outstanding commitments under cperallng 
leases which fall due as follows: 

Operating leases ■ lessee 

Within one year 
Greater than one year 

Total 


20 909 S50 

1$ 425 000 

22 01D0a 

16425 000 

1 4S9 700 



20 009 SSO 

17 884 700 

20 909 550 

16 425 000 

- 

1459700 

20 96$ SSI 

if 


isriTT 


1309 SOB 

- 

1 766 976 


Operating Leases consists of the following; . 

Operating lease peyments represent rentals payaoie by the munidpeitty for 
certain of its office properties. Leases sre negotiated sn average term of 
seven years and rentals are fixed for an average of three years. No contingent 
rent is payable 




ULUNDi LOCW. MUNICIPALITY 
NOTES TO THE FiNANANClAL STATEMENTS 
for the year ended 34 June SQIt 


41 RETIREMENT BENEFtT INFORMATION 


2011 2010 

R'OOO RUOO 


41.1 Defined contribution plan 

Certain CouncBlors and employees belong to defined benefit rebrement ftinds 
administered by the Natal Joint Municipal Pension Fuid, These funds are subject 
to a trienni^ actuarial vahraBon, The last valuation was performed in 2009. 

41.2 Retirement Fund 

The Fund's Actuary confirmed that, at the valuation data, 

• the Memorandum aeeount was fully funded 

- the Fund's lisbi lilies for members exceeded lha value of the assets, hoivBver, It 
vras anticipated Brat the sun*^ of 17 % of pen^rable salaries, wftidi 
currently apf^ies, »«! enable fte shottf^l to be eBminaled by July 2010, 

CERTIFICATSAS ISSUED BY VALUATOR AOTVAITf 

We have r»eor>c9edfrio i«£ra6'ort aata wilt, the ifrtertersfsfarements andpeiTomratf a number of reesoneileness tests to verify the ecrreetness of 
I am sairsfled that the assetcemposition on the valuation data is appminiata to the natuia of the Hal^tias. 

The Fund seif-msuras Its risk benefits Tfia lump sum eJsmert of these benaffls is relatively smaS. with the maiorelemenl corr^sing of annuity 
At the valuation data: 


The Memorandum Account in respect of pensioners was fully funded; 

Based on the valuation assumpdotys thef appSed in 2000, the Fund was fully funded, 

Hawever, based on the revised assompfferw. the Fund's SabKies the Members exceeded the value of the assets end an extension of (he 

TTre posiaon wSI be reviewed at the next interim vat/alhn of the Fund as at 31 March 2010. 

M ELS fPASSA FlAl S HEYNEKE (FASSfl Flat 
VALUATOR ACTUARY 

In my eapadly as valuator to the Fond arid asatrlnmy cepecityes actuary end as an 
empfayeo of Arthur Ss 4 Assosfeles employee of AtthurBsiAssodales 
02-D8C49 

42 CONTiNeENT UABILRY 
42,1 Claimfor damages 


TTie following matters are eurrenliy on the roil of the high court and as at balartee 
sheet dale the followng amounts represent posSKe liabilities, they are an 
eslimate from the Munldpelity's attorneys. 


D.N. Nzimande on behalf of S.E. Nzimande vs Ulundl Murrfdpallty 

2 300 000 

2 300 000 

S.M. Zondo or> behalf of LZ. Zondo vs Ulundi Municipality 

100 000 

100 000 

The Munldpallty is being sued by ttiese ratepayers for damages arising from 

Intidents relating to aleclric sho& Injuries sustained. 



ThiB matter will bearUtraled upwi. It has not reached the arena of court,.Tiweuii»« 

■wwi wn»«»n«, t« »evt«B iBWTO a m« rtSBri « r«»o oooeo, It a far rm Mftfcej dspeed 

camoB end •qutpnwit RiwrM U . 

2A00 000 

2400 000 

The arbitrator will find that the Munlclpatily wHI have to pay the full amount 
outstanding together with costs. This will be estimated to be R600 00(W». <Bie 
claim plus costs) 

600 oon 



3 000 000 

2400 oetr- 

43 RELATE PARTIES 



Compensation paid to members of key management 


4 070 09? 

CompensaBon paid to counsillors 


9S91 ?fin 


Tharaware no relatrxl party franaaetiorw during the 2010(2011 rinencialyaar. 


44 EVENTS AFTER THE REPORTINC DATE 

There have been no evmts after the reporting date that reduire disclosure. 


45 KEY SOURCES OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 

No areas heve involved a sshtficant degree of estimation, uncertainty or 
judgements made by marragemenl in ^l^ng Ute munidpslHies accounUng 
poliidos and that have a meterial and significant affect on the emounte recognised 
m the ftnand^ statements. 
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ULUNDI LOCAL MUNICIPALITY 
NOTES TO THEFINANANCIAL STATEMENTS 
fer the year ended 30 June 2011 


46 OISTRIBUDON tOSSES 

The municipality incurred distribution losses on Bsclric'ity amounSng to 
appnMimateiy 24,503,460.69 unitsforUseyear«nding30June2Ol0,misiO8S 
amounted to approximateiy . These losses are calculated as the differancs 
between power supples pur 
Number of consumers ( Residential and Commercial) 

Units purchased ( kwh) 

UnlU sold (total) 

Units lost in distribution 

% lest in dis^TiuSen 

Average Cost per unit purchased 

TOTAL COST OF DISTraSUriON LOSSES 


2011 2010 

R’OOO R'OOO 



75 574 919 
44 749662 
3Q 825 237 
40.79K 
R 0,4486 
R 13 629 513 


71 978 022 
47474 541 
24 503481 
34.04% 
R0.1898 
R4B61 105 


47 RISK MANA6Q4ENT 
47.1 Maidmum credit risk exposure 

&B<lit risk Is the risk 0<at a counterparty viffi not meet its ligations under a 
financi^ instrument or consumer contract. leading to fmanci^ loss.The 
munidpallty ie exposed to eredt risk from its opersling 3e0vlties(piimarily for 
trade receivables 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. 
The munictpdity ody d^dts cash wdth m^or banks with high quality credit 
standing and Umits exposure to eny one counter>p»ty. 

Trade recelvabtss comprise 8 wlde^read customer base. Management evaluates 
credit risk relating locustomerson an ongoing basis. If customaiaare 
iiKl^ndentiy rated, these r^jr^ ate used, QUrervrise, if there is no ind^ndent 
ratiirg, risk control ass 

Credit risk from balances with banks and finvtdal institutions is managed by the 
munldpatty^ finance and management committee In accordance vrilh the 
munieipatity's policy. Invesbnenls of surplus funds are made only with approved 
counterparties and with 

Counterpariy credit faciliries are te\riewed by MANCO on an annual basis . and 
may be updated Uiroughout the year subject to a^roual by EXCO. 

Finandal assets exposed to credit risk at year end were as follows: 

Rrst National Bank Call Investments 

These balances r^iresent the maximum exposure to credit risk. 
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ULUNDI LOCAL MUNICIPALITY 
NOTES TO THE FINANANOAL STATEMEm-S 
for the year ended 30 June 2011 


2011 2010 

R'OOO R'090 

47.2 Liquidity risk 

Ttiemunieipality’SilsktO liquiditylsamsgitof the funds available to cover future 
commitments. The munldpali^ manages liquidity risk through an ongoing review 
Of fultra commUmants ond credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are 
monitored. 


47.3 GOING CONORN 


These artnu at financial statements have been pr^ared on toe assumption that 
the fflunisipaiity vdtl cwitinue to operate ss a going concern for at least the nect 
lEmwtths. 

Immiediele indication of going concern problems include; Cash borti overdatfC ; 
Unspent rondifionai grants and consumer deposits not cash baciced; disclosed 
operating deficit artd over spend on budget 

The physical bank account never went into overdarft, the unpresenled cheques 
were subsequently covered by d^Msits. 

Asdsdosodin notel .the unspent grants end consumer deporits were not cash 
backed. The main reason for this was due to coUeclior) challenges experienced 
with a number of major clients, and legal ptoceedings have been commenced on 
cotlection. 

Unspent Grants balance 
Consumer Deposits - 0ectriclty 


5215036 9421 514 

1 369 288 1 259 688 

fe 5^324 16 tel 4m 


47.4 Interest rate risk 

As the munidpality has no significant Interest-bearing assets, Ow municlpsliys 
income and operaeng cash flow are substarSlally independent of changes In 
tr;3rket toterest rales. 


46 COMPARISON WITH THE BUDGET 

The comparison of the Munldpaliys actual firandi performanca with that 
budgeted Is set out in Annexures ) end E(2) 

49 Correction of prior period error 

Cu rrent portion of borrowings 

Current portion of finance lease lieUllty recognised 

Non Current borrowings 
Previously r^roiled 

Long term portion of Finence lease liaixitty 


0 

4S3087 

4S3087 


640 420 
1 169 640 


1710 060 



ULUNDI LOCAL MUNICIPALITY 
APPENDIX A 

SCHEDULE OF EXTERNAL LOANS 

as at 30 June 2011 
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ULUNDI LOCAL MUNICIPAUTY 

APPENDIX D 

SEGMENTAL STATEMENT OP FINANCIAL PERFORMANCE 


for the year ended 30 June 201 1 


4610- 

■': '20lo: ■■■'; • • 

. : 2010, 

201) 

2011 

2011 

Actual Income 

Actual Exoendlture 

Surolus 1 lOefIcK) 

Actual Income 

Actual Exoendlture 

Surplus / (Deficit) 

R'OOO 

.R'OOO' : 

R'OOO • 

. R'OOO 

R'OOO 

R'OOO 

. 11 030.509: 

■..X"774 67Q- 

125744161) Executive & Coundl 

•'.43303789 

- 31 343689- 

11960100 

62734 548^ 

... . 36899305' 

• 25 K5 243 ' Finance & Admin 

• . 76357 465 

'11645365 

64712100 

3 076549 

.2 771901 

. ^8 628 Planning & Devdopment 

•:1 014777 

.'4 287661 

(3272 884) 



Heaith 



.. 

5S848 

• .5 189500- 

(5132652) Community & Social Services 

37975 

6 709614 

(6671639) 

1.642 681 

. 9105 053 

(7 462372) Public Safety 

2316108 

11 291 985 

(8975 877) 

467164 

■■■ 4356663 

. : (3 888.889} Sport & Recreation 

.■ ■ ■: 75-444 

.5 226.135: 

-(5150 691) 

■ - 

34R 6'R1 

(346 681); Environmental ProtecBon 


457169 

(457169) 

29S6993 

. 5 484 891 

. ^497 898): Waste Management 

• . 4525350 

4 564.804 

(39464) 

18345852 

. 4 399471 

13 946 381 Road Transport 


. 68 056973- 

(68056 973) 

-43 860. 

...43886. 

.V.-; . Housing 




31408869 

38980127. 

- : -C. 571 258): Electricity 

;.v^. 35 248 527. 

. - 49 506.044 

(14257 517). 


::-'1045^1-. 

• ri-WS-SOiY-Other 


6103328 

(6103 328). 

131787 853 

145 396813 

(13 608 960) 

162 879 435 

199 192 767 

(36313 332) 



• ••'r:',; ■ 'Less: Ifltef-DeDBttmentCharoes 




131 787 853 

145396 813 

(13 608 960) Total 

162 879 435 

199 192 767 

(36 313 332) 


Uiundt Munidpalitv 
APPENDIX EM> 

ACTUAL VEBSUS BUDGET ( REVE NUE AND EXPENDITURE ) FOR THE YEAR ENDED 30 JUNE 2011 


REVENUE 
Property rates 

Rates penalUes and coiection charges 
Service charges 

Rental of fadities and equipment 
interest earned - external invesbnents 
Fines 

Ucences and permits 
Govemmwit grants and subsidies 
Oteer income 

on disposal of prcperty.plant and equipment 
Total Revenue 

EXPENDITURE 

Employee related costs 
RemuneraSon of Councfllors 
Bad Debts write off 
Provision for Bad debts 
Depreciation 

Repairs and maintenance 
Interest paid 
Bulk purchases 
Contracted services 
Genera! expenses 

Total Expenditure 

Surplus (OeHclt) for the year 

Change in Accountir^g Estimate 

Profit / (loss) on Investment Proper^ Valuation 

Adjusted Deficit for the period 


2 011.00 


Actual 

Budget 

Variance 

Variance 

R 

R 

R 

% 

18 543 920.00 

24 000 000.00 

-5456080.00 

-23% 

7 865 654.00 

900 000.00 

6 965 654.00 

774% 

38 270 S43.00 

60 214 500.00 

-21 943 957,00 

■36% 

385 515.00 

450 000.00 

-64 485.00 

-14% 

413 739.00 

800000.00 

-386261.00 

-48% 

678249.00 

1 601 000.00 

•922751.00 

-58% 

1 638 240.00 

3 500 000.00 

-1 661 760.00 

-53% 

91 148 435.10 

79 341 000.00 

11 80743S.10 

15% 

3 730 761.00 

50 OOO.IX) 

3 680 761.00 

7362% 

609 64Z0Q 

3 000 000.00 

•2490 358.00 

-83% 

163184 698.10 

173 856 500.00 

'10 671 801.90 

-6% 


SO 597 768.00 

51 154 465.00 

-556697.00 

-1% 

9 080 984.00 

10188 020.00 

-1 107 036.00 

-11% 

66 532 534.59 


66 532 534.59 


5 m 136.00 

8 156 800.CK} 

-2 382 664.00 

•29% 

37 903.00 


37 903.00 


33 906 123,00 

31 000 000.00 

2 906 123.00 

9% 

16503251.00 

15046 487.00 

1 456 764,00 

10% 

16939 231.06 

22 147 387.00 

-3208155.94 

•14% 

201 371 930.6S 

137 6931S9.00 

63678 771.65 

46% 


-38 1 87 232.55 

36 163 341.00 

^J|4350573j5^_ 



1 B49 353.95 
•300 000.00 


•36 637 878.60 


Explanation of 
significant variatKea 
greater than 10% 
versus budget 
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Ulundi Munfctpalitv 
APPENDIX E(2> 

ACTUAL VERSUS BUDGETfACQUISITiON OF PROPERTY.PLANT AND EQUIPMENT) FOR THE YEAR ENDED 30 JUNE 2011 


2011 



Additions 

Under Construction 

Total Additions 

Budgeted Additions 

Variance 


R 

R 

R 

R 


Buildings 


8 70S 615 

8 705 615 


3 705 615 

infrastructure 

Roads 


19 285 034 

19 285 034 


19 285 034 

Electrical Infrastructures 

70 401 

8 706 578 

8 776 979 


8 776 979 

Cemeteries 


45 054 

45 054 


45 054 


70 401 

28 036 666 

28 107 067 

- 

28 107 067 

Community Assets 
Recreational fadlitites 

Tourism Hub 






Production CenO-e 

- 

- 

- 


- 


- 

- 

- 

- 

- 

Other Assets 



. 


. 

Office & Computer Equipment 

27 375 

. 

27 375 


27 375 

Air conditiorwrs 


. 

- 


- 

Furniture andfitfings 

158 448 

. 

158 448 


158 448 

Machinery and equipment 

49 809 

• 

49 309 


49 809 

Vehicles 


. 

- 


- 


235 632 

- 

235 632 

- 

235 632 


Tota! 


306 033 


36742 281 


37 048 314 


37 048 314 
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CHAPTER 6 


REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON ULUNDI MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 


Introduction 


1. I have audited the accompanying financial statements of the Ulundi Municipality, which 
comprise the statement of financial position as at 30 June 201 1 , statement of financial 
performance, statement of changes in net assets and cash flow statement for the year 
then ended, a summary of significant accounting policies and other explanatory 
information, as set out on pages ... to .... 


Accounting officer’s responsibility for the financial statements 


2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice(SA Standards of GRAP) and the requirements of the 
Local Government Municipal Finance Management Act of South Africa, 2003 (Act No. 56 
of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2009 (Act No. 12 of 
2009) (DoRA), and for such internal control as management determines necessary to 
enable the preparation of the financial statements that are free from material 
misstatement, whether due to fraud or error. 


Auditor-General’s responsibility 


3. As required by section 1 88 of the Constitution of the Republic of South Africa, 1 996 (Act 
No. 108 of 1996), section 4 of the Public Audit Act of the Republicof South Africa, 2004 
(Act No. 25 of 2004) (PAA) and section 126(3) of the MFMA, my responsibility is to 
express an opinion on the financial statements based on my audit. 


4. I conducted my audit in accordance with International Standards on Auditing and 
General Notice 1111 of 2010 Issued in Government Gazette 33872 of 15 December 
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2010 . Those standards require that I comply with ethical requirements and plan and 
perform the audit to obtain reasonable assurance that the financial statements are free 
from material misstatement. 


5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipality’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. An audit also 
includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating 
the overall presentation of the financial statements. 


6. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion. 

Opinion 


7. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Ulundi Municipality as at 30 June 2011, and its financial 
performance and cash flows for the year then ended in accordance with SA Standard of 
GRAP and in the manner required by the MFMA and DoRA 


Emphasis of matters 


8. I draw attention to the matters below. My opinion Is not modified in respect of these 
matters. 

Unauthorised expenditure 

9. As disclosed in note 38.3 to the financial statements, unauthorised expenditure 
amounting to R70 570 million was incurred as a result of the municipality overspending 
its total budget. 


irregular expenditure 

10. As disclosed in note 38.2 to the financial statements, irregular expenditure amounting to 
R943 311 was incurred as a result of the municipality trading with suppliers that are 
owned by employees of the state. 



Fruitless and wasteful expenditure 

11. As disclosed in note 38,1 to the financial statements, fruitless and wasteful expenditure 
amounting R164 835 was incurred as a result of the municipality not paying its overdue 
accounts on a timely basis. 

Material losses 

12. As disclosed in note 46 to the financial statements, material losses amounting to 
R1 3 829 million, was incurred as a result of electricity distribution. 

Restatement of corresponding figures 

13. As disclosed in note 18 to the financial statements, the corresponding figures for the 
2009-10 financial year have been restated as a result of an error discovered during the 
201011 financial statements in respect of finance leases being recognised as operating 
leases. 

Significant uncertainties 

14. The municipality is being sued by ratepayers for damages arising from incidents relating 
to electric shock injuries sustained. A contingent liability of R2 400 million as well as 
costs of R600 000 have been disclosed in note 42.1 to the financial statements. 


Additional matter 


1 5. 1 draw attention to the matter below. My opinion is not modified in respect of this matter. 


Unaudited supplementary schedules 


16. The supplementary information set out on pages XX to XX does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and accordingly do not express an opinion thereon. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 


17. In accordance with the PAAand in terms of General Notice No. 1111 of 2010, issued in 
Government Gazette 33872 of 15 December 2010, I include below my findings on the 
annual performance report as set out on pages ... to ... and material non-compliance 
with laws and regulations applicable to the Ulundi Municipality. 



Predetermined objectives 


Usefulness of Information 


18. The reported performance information was deficient in respect of the following criteria; 

Consistency: The reported objectives, indicators and targets are not consistent with the 
approved annual performance plan. 

19. The following audit findings relate to the above criteria 


The content of the annual performance report is incomplete 


20. The municipality did not allocate budgeted expenditure for the key performance 

indicators in the annual performance report, therefore objectives cannot be individually 
measured against their expenditure. 


Compliance with laws and regulations 
Annual financial statements 

21 . The annual financial statements were subject to material adjustments as a result of the 
audit. These adjustments constitute non-compliance with sections 122(1) and 125 of the 
MFMA 

INTERNAL CONTROL 


22. In accordance with the PAA and in terms of General Notice 1111 of 2010, issued in 
Government Gazette 33872 of 15 December 2010 , 1 considered internal control relevant 
to my audit, but not for the purpose of expressing an opinion on the effectiveness of 
interna! control. The matters reported below are limited to the significant deficiencies that 
resulted in the findings on the annual performance report and the findings on compliance 
with laws and regulations included in this report. 



Leadership 


23. The accounting officer has not exercised adequate oversight responsibility and taken 
adequate steps to prevent unauthorised expenditure, irregular expenditure, material 
losses and fruitless and wasteful expenditure. 


Financial and performance management 

24. High-level reviews were not appropriate to facilitate the preparation of quality financial 
statements, resulting in significant amendments being made to the financial statements 
submitted to audit. 



Pietermaritzburg 
30 November 201 1 



AUOITOR-OENERAL 
SOUTH AFRICA 


Auc/if/ng fo build public confidence 
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CHAPTER 7 


Corrective Action taken or to be taken in response to the comments 
contained in the Audit Report for 2010/201 1 financial year 

The Auditor General has audited the Financial Statements for 2010/2011. it is important to 
mention that the Municipality of Ulundi has a background of a string of disclaimers this resulted 
from poor management, poor controls and leadership that did not have its hand on the pulse, 
indeed this was a learning curve, it is however, pleasing to observe that despite the decreasing 
matters of emphasis where improvement is required, the Auditor-General has in item 7 of the 
Audit Report indicated that the financial statements, in ad material respects, the financial 
position of the Ulundi Municipality as at 30 June 2011 and its financial performance and cash 
flows for the year then ended in accordance with the South African Standard of Generally 
Recognized Accounting Practices and in the manner required by the MFMA and DORA. (The 
Mayor to read matters of emphasis in the Audit Report). 


RESPONSES THERETO; 

9. Unauthorized Expenditure 

The municipality did not overspend the budget. The Auditor - General did not consider 
the Adjustment Budget in this particular instance. 

10. Irregular Expenditure 

It is noted that the Auditor-General is taking an exception that the service providers who 
are employed elsewhere were awarded tenders, however, tender documents of Ulundi 



Municipality do require the service provider's to disclose this kind of information but 
taking advantage of the fact that municipalities are not linked to the salary system of 
Provincial and National Governments and therefore are not able to pick up this 
irregularity at a press of a button. The following Service Providers: 

1. Southern Ambition 

2. Ikhethelo lesizwe Construction 

3. Shine the Way 728 cc 

4. Ulungisani Traders and 

5. Lincypatphumla trading 


Are all employed by Government. It is therefore an undertaking that a full review of the 
supplier listing is currently in progress together with the updating of the SCM database. 
Provincial Treasury has also been approached for access to the Persal System to 
identify suppliers who are employed by the State. The Service Providers in question will 
be removed from the database and they will never be awarded tenders again by the 
Municipality. In conclusion I wish to applaud the Municipality that while this incident 
amounts to R943 31 1 about 16 million rand worth of tenders were awarded in a manner 
that the Auditor-General is not raising an eye brow. 

1 1 . Fruitless and Wasteful Expenditure 

The charges amounting to R164 835.00 were caused by interest and penalties imposed 
by Eskom. This municipality was hit badly by Eskom invoices for May 2011 and June 
201 1 since they included seasonal charges which almost tripled the invoices. Another 
disadvantage was that these seasonal charges were not factored in when the electricity 
tariffs were set and that must only be implemented after approval by NERSA has been 
obtained. An application has already been submitted to NERSA. 
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12. Material Losses (Losses on electricity distribution) 

Losses on electricity distribution are a result of very oid electricity infrastructure. 
Currently funding is being sought so that the probiem is addressed once and for all. New 
electricity meters have been installed through a multimiliion rand worth of project 
recently finalized by Uiundi Municipality however, this problem might persist because the 
loss that happens in the network will only be addressed once there is a total overhaul. 

1 3. Re- Statement of corresponding fig ures 

From now going forward the disclosure of Finance leases will be done and completed 
right at the point of finalizing financial Statements. 

14. Significant uncertainties - Contingent liability 

Legal cases were handed to Council Attorneys and they are still pending. It is noted that 
the cases in question involve two cases namely G.M. Zondo and D.N. Nzimande who 
are instituting claim against the municipality for the electrocution of their children. The 
last one is a possible liability involving TMT Services. I am optimistic that that as much 
as no proper disclosure of these contingent liabilities were made in the financial 
statements, it was because of the possibility of any outflow in settlement was remote. 
This is in keeping with paragraph 110 of GRAP 19. 

20. Annual Financial Statements 

It is already included in the Finance Action Plan that Annua! Financial Statement for 
2011/2012 be completed well in advance of the deadline and be submitted to Audit 
Committee for a high level review before being submitted to the Auditor General. 

22. Leadership 

To enable the Accounting Officer to exercise adequate oversight responsibility in areas 
such as unauthorized expenditure, irregular expenditure, material losses and fruitless 
and wasteful expenditure. The adverse Auditor-General’s comments shall be included in 
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the Risk Management Strategy of the Municipality to enable Management to 
progressively ensure that unauthorized expenditure, irregular expenditure, materia! 
losses and wasteful expenditure as reported by the Auditor-General are avoided. 


23. Financial and Performance Management 

it is already included in the Finance Action Plan that Annual Financial Statement for 
2011/2012 must be completed in time and be submitted to Audit Committee for a high 
level review before being submitted to the Auditor General. 
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RECOMMENDATIONS 


1. THAT the Political Oversight Committee approves the Annual Report without 
reservations. 

2. THAT the Political Oversight Committee applauds the opinion of the Auditor-General 
which states that in 2010/2011 there was general compliance with the South African 
Standards of Generally Recognized Accounting Practices, the MFMA and DORA. 

3. THAT the measures to improve on matters of emphasis as outlined in Chapter 7 of the 
Annua! Report be endorsed and monitored throughout the financial year 2011/2012 by 
the Audit Committee to ensure mitigation as at the end of June 2012 

4. THAT the Political Oversight Committee endorses and recommends the approval of the 
Performance Assessment outcomes as follows: 

4.1 Payment of an average Performance Bonus 7% of the all inclusive package to the 
Municipal Manager based on the following assessment percentages allocated to 
Managers reporting to the Municipal Manager 

i) Director: Protection Services = 6% 

ii) Director. Technical Sen/ices = 7% 

iii) Director: Community Services = 8% 

iv) Director: Financial Services = 8% and 
V) Director; Corporate Services = 8 % 

5. THAT the above oversight report be tabled before Council for adoption. 
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